





1 canoLogy D ; | Firg¢ Con 
| dhe Burroughs 


Clearing House 














FOUNDED 1916 





IES 





JANUARY + 1945)°ei0 LiBk 


“DETROIT 































VETERANS ADMINISTRATION . . . Officials put safeguards in G. |. loan regulations 


(SEE Washington Viewpoint . .. Page 21) 
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The Value of 


Every person with a grain of common sense 
knows that an automobile can’t argue the right 
of way with a locomotive. Yet, despite safety 
gates, warning bells and watchmen, there are 
many serious accidents each year due to the 
collision of motor vehicles and trains.) »} No 
one can estimate what this tragic toll would 
figure did the railroads of America not take 
every precaution to safeguard grade cross- 
ings. » » Nor is it possible to compute the 
number of raised and altered checks — were 


For samples of La Monte Safety Paper see your Lithographer 
or Printer — or write us direct. 


LA MONTE SG PAPER 
GEORGE LAMONTE & SON NUTLEY, NEW JERSEY 
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PRECAUTION! 


there no such thing as safety paper. » ») 
For the “check artist” is still with us. 
And bankers everywhere will tell you 
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that, lacking this highly effective means Peas 


WAR BONDS 


of curbing his activities, their problems 
would be vastly multiplied—and public 
acceptance of checks as money jeopardized. 
That is why so many of America’s leading 
banks and business organizations specify 
“La Monte”— Standard of Safety in check pro- 
tection for nearly three quarters of a century. 








We supply many banks and business organizations 
with their own INDIVIDUALLY IDENTIFIED Safety Paper. 
The issuing organization’s Trade-Mark is in the 
paper itself and appears on both the front and back 
of the check. Such INDIVIDUALIZED paper provides 
maximum protection against counterfeiting — saves 


The Wavy Lines are a La Monte Trade Mark | Banks sorting time —helps prevent errors. 
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A $44,000,000 Transaction 


Srtrs: Probably the largest government 
bond transaction ever handled by a south- 
ern financial institution was completed re- 
cently when the State of North Carolina 
sold $44,317,000 worth of U. S. Treasury 
certificates to the Trust Company of 
Georgia, Atlanta, for $44,339,072, a profit 
of $22,072 to the State. The investment 
department of the bank and the North 
Carolina State Treasurer handled details of 
the transaction. It was carried out in con- 
junction with C. J. Devine and Company, 
of New York, which the trust company 
represents in the Southeast. 

Au SHARP, 

Liller, Neal & Battle (Advertising), 
Atlanta 3, Georgia 
7 + . 


Bank Checks 


Sirs: We appreciate the generous com- 
ment on our booklet, “Suggestions for 
Bank Checks,” which appeared in the 
November number of The Burroughs 
Clearing House. We are receiving a large 
number of requests for copies. 

Oscar R. MENNENGA, 

Assistant Manager, 
California Bankers Association, 
Mills Building, 
San Francisco 4, California 
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Sirs: As a member of the Committee 
on Bank Forms of the California Bankers 
Association, I wish to thank you for the 
article in your November issue under the 
heading of “Check Suggestions.” I am 
sure that the broad coverage of your 
magazine will help materially in establish- 
ing the economies recommended by the 
committee and will assist in eliminating 
some of the headache check problems which 
banks encounter. 

The aim of our committee has been to 
set up a long range guide. 

L. J. ToBey, Assistant Vice-president, 

Bank of America N. T. & S. A., 
San Francisco 20, California 
+ 7 +7 


War Loan Displays 


Strs: We are enclosing a photo of our 
front entrance taken during the 6th war 
loan drive. 

For the drive we also had a publicity dis- 
play entitled “United Nations at War’’ in 
one of our street floor windows. This was 
based on the twenty-six colorful pictures 
and the two texts furnished by The Dixie 
Cup Company, as described in the October 
issue of The Burroughs Clearing House. 
Silk flags of the United Nations were used 
in the display which was unusually attrac- 
tive. 


S. J. Down1naG, Assistant Cashier, 
National Bank of Detroit, 
Detroit 26, Michigan 


Sirs: During the 6th war loan drive 
the banks in New York City held a friendly 


. competition among themselves in arrang- 


ing displays in the bank lobbies. 

The Bank of the Manhattan Company 
had a display consisting of four parts: 
1. An exhibit of a bombsight and automatic 
pilot. 2. An exhibit of representative types 
of aircraft cameras and_ instruments. 
3. An exhibit of 1394 specimens of Army 
Insignia. This collection is the second 
largest in the country and was assembled 
by Major Stanley Malachowski. 4. A case 
containing twenty-nine models of British 
Warships. 

O. G. ALEXANDER, 

Assistant Vice-president, 
Bank of the Manhattan Company, 
New York 15, New York 








Bank of the Manhattan Company, New York City 
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And Clark Gable 


Sirs: Clark Gable really added glamour 
to the First National when he came into 
the bank the other day. Feminine hearts 
stopped, as did all business, while he was 
being escorted through the various bank 
departments. It was his first visit to Palm 
Beach. 

The former Army major plans to return 
to his motion picture career early in the 
new year. 

R. E. Conn, Vice-president, 

First National Bank, 
Palm Beach, Florida 
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In the TREND of BANKING 


w 








Banking Structure Changes 


The past decade has scrambled previ- 
ous size relationships of banks beyond 
recognition. Even those who are thor- 
oughly familiar with the upward trend in 
total resources find it hard to realize what 
this trend has done to the traditional classi- 
fication of banks by size groups. A graphic 
picture of what has happened is presented 
in the accompanying chart. 

What is a typical or average bank? 
What could be considered a small bank? 
The answers today are vastly different 
from what they were ten years ago. 

Some startling shifts. In 1934 nearly 
half of the U. S. banks were under $4 
million in total resources. They consti- 
tuted by far the largest size group, and 
thus could be considered average for the 
country. Today, less than 3 per cent, or 
only 376 banks, are in this classification. 

The next largest group of banks in 1934 
were those in the $4 to $% million 
class. In ten years the number of banks 
in this category has decreased 50 per cent. 
Many bankers may be surprised to learn 
that there are now far fewer banks of this 
size than there are institutions with re- 
sources of from $5 to $25 million. 

Compared with 1934 there has been an 
increase in the $14 to $1 million group, but 
during the past two years small banks 
have been moving out of this classification 
onto “higher ground.” 

The most surprising trend of all is the 
extent to which small banks have been 
climbing into the $1 to $5 million bracket. 
Somewhere in between these two figures 
one finds the “average” bank of today. 
Nearly 50 per cent of the nation’s banks 
are in this category, contrasted with 17 
per cent a decade ago. 

Many more big banks. Nor has the 
upward trek stopped there. In the past, 
$5 to $25 million banks were somewhat of 
a rarity, constituting less than 5 per cent 
of the banking structure. Today, this 
represents the third largest size group, 
with 15 per cent of the nation’s banks in 
this category. 

Even the “over $25 million” strata no 
longer retains its aura of exclusiveness. 
There are now 641 banks in this group, as 
against 253 just a decade ago. 

It is, of course, impossible to rate the 
relative importance of these last two group 
of banks entirely from such a numerical 
count. In total resources they would far 
outrank the other bank classifications. 

Nevertheless, the study does serve to 
emphasize the growing strength of the 
smaller banks, a favorable omen for the 
future. 

+ + a 


Credit Program ‘‘Rolling”’ 


A. B. A. officials are well pleased with 
the progress now being made in the organ- 
ized program to assure adequate bank 
credit in the reconversion and post-war 
periods. 

They are particularly gratified at the 
manner in which information about the 
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Note shifts in under $14 million and $1 to $5 million classifications 


program is filtering down to the “grass 
roots.” Following the ten regional meet- 
ings throughout the country, committees 
have been formed in every state to get the 
full support of the nation’s banks. They 
are carrying the message to regional 
groups, and in turn it is being passed along 
to the counties. The A..B. A. considers 
this banker education phase of the program 
vitally important, for the large majority 
of bank loans will continue to be made by 
individual institutions. 

Correspondent co-operation. The cor- 
respondent banking phase of the program 
is also starting to “click.”” A number of 
the larger banks are inviting in their 
correspondent banks for meetings where the 
post-war eredit situation is explored and 
there are discussions on how correspondent 
relationships can be utilized to best advan- 
tage. Pioneering in this development have 
been The Pennsylvania Company, Phila- 
delphia, Manufacturers Trust Company, 
New York, Mercantile-Commerce Bank & 
Trust Company, St. Louis, and Central 
National Bank of Cleveland. 

All such activity has not come from the 
“‘top,”’ however. Through the Commission 
on Country Bank Operations, polls. and 
surveys are being made of the thoughts of 


the country bankers on the subject. 

A. B. A. officials believe that this dual 
activity will serve to vitalize the entire 
system of correspondent relationships, 
which many bankers feel has never realized 
its best potentialities. On the score of the 
larger banks, it promises to focus their 
attention on the need for special care in 
selecting qualified personnel to call on 
correspondents, and to minimize “raiding 
expeditions” for loans in small bank terri- 
tories. It is removing some of the 
prejudice on the part of small banks 
against large banks simply because they 
are “big.” 

Credit groups forming. Rapid progress 
has also been made recently in the forma- 
tion of bank credit groups. At this writ- 
ing, twelve such groups have been formed, 
making a total of $314,000,000 available as 


a supplementary source of loans. Others 
are in the organizing process. 
Those already “set to go” are: New 


York City, $100,000,000; Chicago, $50,- 
000,000; New Orleans, Houston and Dal- 
las, $25,000,000; Louisville, $21,900,000; 
Fort Worth, $20,000.000; Oklahoma City, 
$15,000,000; Philadelphia, Cleveland and 
Tulsa, $10,000,000; Wilmington, $7,500,- 
000. Credit groups with commitments of 
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$10,000,000 are being formed in St. Louis, 
Baltimore and Newark. San Francisco is 
said to be organizing a $50,000,000 pool. 
Connecticut and Maine are forming state- 
wide groups. It is also reported that credit 
pools are being contemplated in Los 
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FLAG SETS 


col am -¥:4) 8.4 


A BEAUTIFUL SET OF 7 FLAGS OF THE FIGHT- 


ING ALLIES for bank lobbies, counters, patriotic 
displays—size 22 in. high by 29 in. wide. All flags in 
full colors, finest quality, complete with ornamental 
base, shield, and standards. Positive guarantee 
of satisfaction or money back. Order direct from $5 
this ad. Set complete, as illustrated, prepaid. . 


Send also for free catalogue showing all sizes 
of U. S. and Allied Flags, and Service Flags. 


ROLL OF 
HONOR 


A permanent tribute—beauti- 
ful walnut plaque, gold-bor- 
dered name plate, sizes for 
any desired number of names. 
Write for price list today. 


REGALIA MFG. CO., Dept. 92, ROCK ISLAND, ILL. 
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CONFERENCE 
on 
CURRENT BANKING 
PROBLEMS 
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Arranged by 


MANUFACTURERS TRUST COMPANY 
New York 


Fox its Correspondent? in the 
Secoad Federal Reserve District 


Grand Ballroom * Hotel New Yorker + December 7, 1944 





Strengthening correspondent ties 


Angeles, Portland (Oregon), Seattle, North 


. Carolina, Rhode Island, Virginia and West 


Viginia. 

It now appears that aggregate commit- 
ments, when all the credit groups now con- 
templated are organized, will total well 
over $500,000,000. The consensus of 
opinion is that these groups will be more 
than mere “window dressing,” and that 
among the loans they make will be many 
of a distinctly “risk” variety. 


° « * 


Small Business Training 


Special training for veterans and others 
who desire to own and operate small busi- 
ness establishments will be offered by 
Western Reserve University, Cleveland, 
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When you need 
a capable guide 


IN banking, as in fishing, a capable guide 2 
is a valuable asset. Because of its thorough roy 
knowledge of New England conditions, & 
backed by more than 107 years of experi- 4 
ence, the Shawmut is a logical choice as your os 
banking guide in this important indus- & 
trial area. Your inquiry is invited. ¢ 
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The National 
Shawmut Bank 


40 Water Street, Boston 


Member Federal Deposit Insurance Corporation 


& 
oo 
& 
oy 
oy 
oy 
oy 
oy 


©) 





© 








& 
so 
co 
oF 
& 
oy 


SVSIGSSSSSOSSSCSSSOSIOSSTSESsesesoees 


In writing to advertisers please mention The Burroughs Clearing House 





Ohio, starting in January.. The course will 
be intensive, will last for eight weeks, and 
each class will be limited to twenty stu- 
dents. The training program is designed 
particularly to help veterans who plan to 
apply for loans to set themselves up in 
small business under provisions of the 
G. I. Bill. However, it is also designed to 
help civilians who are interested in setting 
up their own establishments and to help 
present owners who wish to improve their 
methods. 

In view of the tragically high mortality 
of small business concerns, this would seem 
to be a step in the right direction, and one 
which would tend to reduce loan risks. 
Bankers may be interested in encouraging 
similar courses in their state institutions of 
learning. Some enterprising banks may 
want to sponsor local classes in the oper- 
ation and management of small business. 
Rewards in the form of favorable publicity 
and better loan customers might be well 
worthwhile. 

+ e . 


Simplified Redemption Table 


According to all reports, banks are still 
finding the handling of war bond redemp- 
tions a sizable job. Many of them will, 
therefore, be interested in the simple 
redemption table which the National Bank 
of Detroit has devised in an effort to 
minimize the amount of concentration and 
time required to determine redemption 
values of bonds presented for payment, and 
to reduce the number of underpayments 
and overpayments. 

The table is printed in red and black, to 
assist the user in selecting the proper 
amounts. Thus, the serial letter designa- 
tions for Series A, C and E issues are 
shown in red, and Series B and D designa- 
tions in black. Similar treatment is used 
for issue dates, the odd years appearing in 
red and the even years in black. The table 
is printed on white stock 9 x 12 inches in 
size. 

One full side of the card is devoted 
exclusively to redemption values of “‘E”’ 
bonds, since the bulk of bond cashing 
activity centers in these issues. Redemp- 
tion values for Series A through D issues 
are listed in a similar manner on the other 
side of the card, in smaller type. 

Maximum simplicity. Simplicity is the 
keynote throughout. Only words and 
figures that are absolutely essential appear 
in the table. This provides an abundance 
of white space which makes the data easy 
to read. No redemption value appears 
more than once, all duplication of figures 
being accomplished by the use of the ditto 
marks which direct the eyes to the proper 
amounts. There are no horizontal or 
,vertical lines to cause optical illusions, and 
the bank has found that line-finders are 
not needed. The style of type used pro- 
vides a maximum of “air” around each 
letter and figure, and was especially 
selected for clearness and readability. The 
serial letter designations and the issue dates 
both appear in their normal sequence, 
which results in the more frequently used 
portion of the table being at the bottom 
where it is closer to the eyes. 

For the Series E bonds there are at 
present only six different redemption 
values applicable to a bond of a given 
denomination, other than the original pur- 
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chase price, and only that many divisions 
are shown in the table. The task of deter- 
mining redemption values merely consists 
of fitting a bond of a given denomination 
into one of the six periods or groups of 
months, each of which is separated by a 
safety-gap of white space. 

Reduces errors. At the beginning of 
the bond cashing program the National 
Bank of Detroit experienced a large num- 
ber of underpayments and overpayments, 
although the majority of these errors were 
relatively small amounts. Even after 
several weeks of experience in determining 
redemption values, the number of errors 
did not diminish to the extent expected. 
When the new redemption table was placed 
in effect on November 13, a definite cut-off 
in the number of wrong payments was 
observed. In fact, the table has resulted 
in a reduction of 75 per cent in the number 
of underpayments and overpayments com- 
pared with any similar period of activity. 
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Tableoi JANUARY 1945 Redemption Values 
Series E United States Savings Bonds 
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Series A. B.C, and D Bonds on Reverse Side 


NATIONAL BANK OF, DETROIT 


DETROIT MICHIGAN + 








Series A, B, C and D redemption 
values are on reverse side 


Also, the reports from those individuals 
engaged in determining redemption values 
with the new table has been most favorable 
throughout the thirty offices of the Na- 
tional Bank of Detroit. Good reports 
have, likewise, been received from other 
banks which have requested samples. 

The table has been copyrighted. Never- 
theless, financial institutions wishing to 
reproduce the table for their own use 
would have no difficulty in obtaining per- 
mission to do so. Copies of the table are 
available from the National Bank of 
Detroit, Detroit 32, Michigan. 
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Proposal for One-Day 
Kt RES 


A new and revolutionary approach to 
the problem of ‘“‘float,’”? under which an 
item could be presented for payment within 
one day regardless of the geographical 
location of the drawee bank, has been 


proposed by Edwin G. Uhl, comptroller, 
Land Title Bank & Trust Company, 
Philadelphia. He sketched the possibilities 
in an article entitled “Flight vs. Float” 
which appeared in the November issue of 
the National Auditgram, published by the 
National Association of Bank Auditors 
and Comptrollers. 

So far, Mr. Uhl contends, banks have 
largely regarded “float” as a necessary 
evil. Some of them have established an 
average float figure for all foreign items, to 
eliminate the necessity for examining 
individual items. Also, the Federal Re- 
serve banks absorb float over a four-day 
limit. However, Mr. Uhl points out that 
these steps approach the problem from the 
standpoint of avoiding or minimizing it, 
rather than correcting it. 

Use of planes advocated. His conten- 
tion is: “If the clearing house system has 
solved the local item problem, why not 
apply the same method for collecting 
foreign items?” He suggests the forma- 
tion of a National Clearing House Associ- 
ation for this purpose, with centrally- 
located Kansas City as the clearing city. 
Gist of the plan would be the use of 
chartered airplanes to fly the items to this 
central point. Mr. Uhl cites the fact that 
it is now possible for a plane to fly from 
any point in the United States to a central 
city and return in much less than 24 hours. 

It is proposed that the twelve Federal 
Reserve banks and their branches be used 
as a nucleus in forming the Association. 
The Reserve cities with the greatest 
volume of clearings would be equipped 
with their own planes, and items would be 





FOREIGN REMITTANCES 


Banks with or without Foreign 
Departments are invited to uti- 
lize this Bank’s special facilities 
for commercial and benevolent 
payments abroad, and for the 
drawing of drafts under the 
Bank’s protection. 

Our 35 years’ experience is avail- 
able for assisting banks to estab- 
lish or extend their remittance 
service, and we are prepared to 
furnish complete information re- 
garding money transfers that can 
be made now to Allied, Neutral 
and Liberated Countries. In- 
qutries for detailed information 
are welcomed, 


Main Office: 37 Broad Street 


Member: New York Clearing House 
Association, Federal Deposit Insurance 
Corporation : 
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Buffalo mills more flour than any city in 


The Marine Trust Company has aided in 


the development of this industry since 


Member Federal Deposit Insurance 


MARINE TRUST COMPANY 


Buffalo’s Oldest and Largest Commercial Bank 
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sorted en route. Each day’s clearings 
would be sorted into packages for each 
Federal Reserve Bank and flown to the 
clearing city to be exchanged with those 
of other cities. ‘Feeder’ lines could be 
set up from other than Reserve cities to 
meet the flight to the clearing city. Con- 
tracts could be entered into with the na- 
tion’s airlines to provide the service. 

Expense offsetted. While acknowledg- 
ing that the plan would be more expensive 
than the present method, Mr. Uhl believes 
that the following offsetting savings would 
be realized: 

1. The plan would result in uniform 
“float” with consequent saving of analysis 
personnel and time. 

2. It would eliminate “‘wire fate” items. 

3. It would be of great value to the 
economy of the nation as a whole. 

Admitting that many details would 
have to be perfected before any decision 
could be reached as to the practicability o* 
the proposal, Mr. Uhl suggests that the 
newly formed Research Bureau of the 
National Association of Bank Auditors 
and Comptrollers make a further study of 
the idea. 

+ A * 


A Wife’s 4 Questions About 
Her Husband’s Will 


Recognizing that the wife frequently 
opposes plans for leaving her share of the 
estate in trust, The Public National Bank 
and Trust Company of New York has pre- 
pared an effective 15-page brochure which 
should aid materially in clearing up 
feminine misunderstandings. 

A foreword explains how the booklet 
originated. A New York business man had 
talked over contemplated changes in his 
estate program with his wife, and during 
the course of the discussion she had asked 
him four pertinent questions concerning it. 
They were: 1. Why is my share of the 
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estate left in trust, instead of to me out- 
right? 2. Why was it necessary to take 
out $60,000 additional life insurance that 
is not to be left’to me but to your estate? 
3. Just where will the money to pay my 
bills and extra expenses come from? 
4. Why was The Public National Bank and 
Trust Company of New York named execu- 
tor and trustee? 

The booklet cites these four questions 
and suggests answers which the husband 
might have given. Each answer is followed 
by additional explanatory information, 
emphasizing the advantages of a corporate 
trustee. 

A very convincing piece of promotion, 
well conceived and executed. 


¢ Sf o 


New Developments in 
Installment Financing 


Two new developments have recently 
been initiated by the Bank of America as 
part of its post-war activities: 

1. A program of information and service 
to manufacturers interested in Pacific 
Coast markets. 

2. A new division offering helpful serv- 
ices in civilian aircraft financing. 

The manufacturers’ campaign was spear- 
headed by an elaborate book entitled 
“Your Product—Its Installment Sales 
Future in Pacific Coast Markets,” and sent 
to a selected list of manufacturers. 

Selling bank’s services. After selling 
the reader on California as a desirable 
market, the book goes on to explain Bank 
of America’s services. It tells how these 
services can be applied to cover credit 
requirements of dealer-merchant or dis- 
tributor, ranging from seasonable borrow- 
ings or flexible flooring plans to field ware- 
housing. In these installment sales activi- 
ties, it is explained, an important part can 
be played by the bank’s “Timeplan” 
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SOUTH *”AMERICA 


& The Royal Bank of Ganada offers a well- IC and 

up-to-the-minute banking service in South America. 

I Our first South American branch was ere ete ae 

a quarter-century ago. Today we operate bran 

18 important cities, with correspondents in all im- 

D2, portant commercial centers. Our officers know South 
America from years of experience. Their sp canara 
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Information for manufacturers 


financing of purchases. Attention is called 
to the “Telefile’ credit checking facilities 
which are provided without cost. The 
dealer simply telephones the branch of the 
bank with whom he does business and is 
promptly supplied with credit information 
concerning his prospective customers. 

This well-planned book is an outstanding 
example of how banks can use printed 
salesmanship effectively to sell banking 
services. Although designed primarily for 
manufacturers, banks having manufac- 
turer-customers desirous of entering or 
expanding in the Pacific Coast markets 
may obtain a copy for them by writing to 
Bank of America, 300 Montgomery Street, 
San Francisco 20, California. 

Aircraft financing. When the war is 
over, California is expected to become an 
important market for aeronautical prod- 
ucts, and Bank of America has set up a 
new aircraft division of the installment 
credit loan department. The bank already 
is familiar with some of the problems. In 
the summer of 1940 the bank’s ““Timeplan”’ 
service was broadened to encourage the 
installment-purchase of civilian aircraft. 
Since then, despite wartime restrictions on 
the purchase and flying of private planes, 
its business in this field has amounted to 
several millions of dollars. 

Based on this experience, complete plans 
were made and outlined in a new booklet 
entitled “Civilian Aircraft Financing.” 
Along with a personal letter this booklet 
was recently mailed to every aircraft manu- 
facturer in the U. S. 

Scope of services. The bank’s services 
include “‘Timeplan”’ financing for purchase 
and maintenance of aircraft, and are avail- 
able for the following: 

For the individual, business firm, organ- 
ized group or flying club who may wish to 
purchase or obtain loans on new or used 
planes. Terms are: 334 per cent down 
payment, balance in 12 monthly payments 
(under present regulations). Rates are: 
New planes, 5 per cent discount per year; 
used planes, 6 per cent discount per year. 

For the student, pilot or mechanic, facili- 
ties will also be available to finance courses 
of instruction in flight, navigation, the 
purchase of block time and the repair and 
maintenance of aircraft. 
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Will Tell Ameriea 


“KEINANCE YOUR CAR THE Burhkiuwy”’ 


through your local bank 


ERE is news . . . good news . . . for 
thousands of forward-looking 
bankers the country over— 

State Farm Mutual, world’s largest 
automobile insurance company, is heart 
and soul, dollars and cents behind a big 
national advertising and promotional 
campaign to direct America’s postwar 
automobile buyers to their local banks 
for financing. 


A Billion Dollar Business — 
When War Ends 


Every banker in America knows that at 
war's end there’s a billion dollars’ worth 
of car financing that will break loose in 
a torrent of profitable business. 


6,000 State Farm agents are “in touch” 
with more than 1,000,000 policyholders. 
As the world’s largest automobile in- 
surance company, State Farm has today 
more than one million policyholders 
— most of them, by actual survey, are 
planning postwar car purchases, all are 
“preferred risk” prospects, and 8 out of 
every 9 favor local bank to finance com- 
pany financing. 

Through our 6,000 trained agents 
and a continuous flow of direct mail 
and national magazine advertising, * 
State Farm is urging policyholders and 
the general public to patronize their 
local bank when financing their next 
Cars. 


Through the State Farm Bankway Plan—All 3 Profit 
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1. Car financing of a “‘pre- 
ferred risk.” 


2. A potential new bank 
account customer in good 
standing. 


3. According to State 
Farm’s survey, a potential 
customer for other financ- 
ing many times greater than 
his car financing alone. 
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1. Saves money on his fi- 
nancing charges. 


2. Saves on his car pur- 
chase by getting a better 
deal from the car dealer 
“for cash.” 


3. Saves again by retain- 
ing, or acquiring, a low- 
cost State Farm automobile 
insurance policy. 
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1. Retains a ‘“‘preferred 
risk’’ policyholder some- 
times lost to a finance cor- 
poration. 


2. May acquire a new pol- 
icyholder who might have 
been directed elsewhere at 
the time of his car purchase. 


3. Gains greater loyalty by 
offering additional service 
and protection the Bankway 
—and service and protec- 








tion are our business. 





$4,000,000—A Drop in the Bucket! 


Befcre the war, State Farm through its original bank 
cooperation plan directed nearly $4,000,000 of fi- 
nancing business every month to local banks. This is 
a drop in the bucket compared to the finance oppor- 
cunity that will exist after the war. 


FREE... Plan Booklet. Contains results of State 
Farm’s recent survey of policyholders’ postwar buy- 
ing plans; also full particulars of the State Farm Bank- 
way automobile finance plan, including advertising 
campaigns and free promotional material for banks. 
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magazine advertisements will 
America to finance postwar car purchases 


the State Farm Bankway —through local 
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BLOOMINGTON, ILLINOIS 


Pacific Coast Office: Betkeley, Calif. 
Canadian Office: Toronto, Canada 





MAIL TODAY! --—- 


State Farm Insurance Companies, 
Bloomington, Illinois. 
Gentlemen: 

Will you please send us, without obligation, your 
FREE booklet, “New Profit Opportunities for Banks” 


explaining the State Farm Bankway Plan and includ- 
ing the results of your recent survey of your policy- 
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According to generally accepted esti- 
mates, the banks in this country handled 
more than ten billion checks in 1944! 
That’s more than double the number 
handled in 1938. One customer alone, 
your Uncle Sam, needed around 500 
million checks to meet his payroll. 

* * * 

Yet the banks shouldered this staggering 
responsibility as a matter of course. They 
asked for no special commendation. And 
the public just took it for granted that their 
billions of checks would be cashed, de- 
posited, or transferred speedily, safely and 
accurately. 

* * 

At that, perhaps this is the finest 
tribute bankers could wish. It’s a silent 
expression of trust more eloquent than 
any testimonial. 





But when we realize that nearly every 
one of those ten billion checks was handled 
by as many as three banks—sometimes 
more—we can see that the number of trans- 
actions involved soars to astronomical 
proportions. 

* * 

Which brings to mind the case history 
of just one of those checks, uncovered in 
a survey made by Hammermill among 
bankers. It was one of those ‘‘headache 
checks” you are all too familiar with. 
The amount of this check was coyly 
tucked away in the upper right-hand 
corner. The rate of pay was where the 
amount should have been. 

* * * 

In the first bank that handled this little 
beauty, it caused four hours of extra work. 
In the second bank that received it, fifteen 
more hours were wasted. In the third bank, 
this same check was responsible for forty 
hours of extra labor! 





Fifty-nine hours of lost time. More 
than a full week’s work for one employee! 
* * * 

Fourteen such examples of badly designed 
checks, taken right out of actual use, have 
been put together by Hammermill in a com- 
pact little book called “BUSINESS CHECKS 
—their proper planning and design.”’ 

* * * 

And a model check is shown giving 
the “8 essentials of good check design.”’ 
These are based on interviews with many 
bankers, and conform to the specifica- 
tions approved by A.B.A. 

* * * 

If you do not have a copy of “BUSINESS 
CHECKS,” we believe you may find it helpful 
in meeting the “headache check” problem. 
If you'd like a copy, drop us a line. You'll not 
be bothered by “follow up.” No salesman 
will call, Hammermill Paper Co., Erie, Pa. 
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Complete plans for financing plane buyers, dealers, manufacturers 


Dealer financing. The dealer and dis- 
tributor may have financing services similar 
in cost and operating procedure to those 
regularly applied for the financing of auto- 
mobiles and other installment-marketed 
commodities. These include the financing 
of inventory and demonstrators, as well as 
complete and flexible flooring accommoda- 
tions. 

With resumed and expanded sales ac- 
tivity, the bank will be prepared with a 
flexible distributor-dealer program under 
which retail installment sales transactions 
will be readily discounted, paralleling simi- 
lar procedure in the automobile industry. 

Installment financing will also play an 
important part in the development of 
maintenance and repair work on airplanes, 
student instruction and the sale of block 
time. The bank will make available to the 
dealer a low cost plan for discounting 
notes arising out of this activity. 

These dealer-distributor facilities also 
include, in addition to ‘Timeplan” 
financing, the use of ‘“Telefile’ credit 
investigation service, arrangement of in- 
surance protection and aid in handling 
collections. 

Other financing. For the manufacturer, 
the bank offers financing plans thoroughly 
flexible and adaptable to the needs of his 
particular distributors and dealers. 

The bank’s financing services are also 
available to licensed commercial air and 
feeder lines, not only for the purchase of 
equipment and parts, but for the mainte- 
nance of facilities. 

Arrangements may also be made by 
carriers for the full or partial discounting of 
notes arising out of the purchase of travel 
to any point. 

7] A A 


Notable Anniversary 


Just thirty-three years after the Revolu- 
tionary War, and three months after the 
burning of the White House during the 
War of 1812, The Delaware County National 
Bank was founded in Chester, Pennsyl- 


In writing to advertisers please mention The Burroughs Clearing House 


vania. First opened for business on De- 
cember 5, 1814, it was the 59th bank 
established in the United States. 

Last month this venerable and success- 
ful institution, now having deposits of 
more than $27,000,000, celebrated its 
130th anniversary. 

It has well earned the heartiest of con- 
gratulations. 

rs + . 


Controlling Bank Costs 


One of the more recent trends in banking 
has been the spread of cost accounting, and 
a growing interest in the subject even 
among smaller banks, as the value of such 
information in pricing services and con- 
trolling costs becomes more apparent. 

In the September 15 issue of the Bulletin 
issued by the National Association of Cost 
Accountants is an article on “Controlling 
Bank Costs,” wherein William M. Mc- 
Kenzie, vice-president, Merchants Bank 
and Trust Co., Peoria, Illinois, describes 
the system installed in his own institution 
which is a modification of usual bank cost 
accounting practice. 

Mr. McKenzie explains that the usual 
pattern of bank cost control has been in 
the nature of fund accounting, which con- 
siders the sources of deposits as earning 
departments. Thus, the commercial de- 
posits, the savings deposits, and even the 
money invested by the stockholders are 
credited with income from investments in 
proportion to the relative amount of 
money each provides and out of which 
their expenses must come. 

Three-point program. However, aftera 
short experiment with this type of fund 
accounting, Mr. McKenzie’s bank started 
to develop what it regards as a more rea- 
sonable method of cost determination and 
cost control, whereby the departments 
lending the money are considered the 
earning departments. 

A three-point program has been devised. 
The first phase consists of operational 
budgets, with anticipated and actual in- 
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Another leading bank using Hammermill Safety 


This attractive wrought iron doorway is one ties. Founded in 1812, The Pennsylvania 
of the architectural treasures of Philadelphia. Company is one of the great financial estab- 
It frames the entrance to the main banking lishments in the United States. We are 
room of The Pennsylvania Company for proud that this bank uses Hammermill 


Insurances on Lives and Granting Annui- Safety for its customers’ checks. 





MANUFACTURED BY HAMMERMILL PAPER COMPANY, ERIE, PA. 
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The Marine Trust Company of Buffalo 


Some of the appeals banks used in the 6th war loan drive 


come and expense compared monthly. 
Through this, management knows monthly 
of the operating income and expense of 
each department and of the entire bank as 
compared to the budget. 

Second, the current monthly rate of 
earnings on loans and investments is deter- 
mined, and expressed as an annual rate of 
return on the money used. The cost of 
handling deposits is converted into a per- 
centage of each dollar made available for 
investment. Thus, the bank knows what 


return is earned on funds invested, and 
what it has cost to accumulate each dollar 
of those funds for investment. 

Third, the bank determines quarterly 
what its costs have been to handle all types 
of transactions. 

Results are said to be highly satisfactory, 
although some refinements are still looming. 
Mr. McKenzie describes the program of 
cost control in some detail in the article. 
Heis a member of the National Association 
of Bank Auditors and Comptrollers. 


6th War Loan Sales 
Devices 


It has been estimated that during the 
6th war loan drive, banks solicited twice 
as many of their depositors as they con- 
tacted during the preceding drive. There 
was greater emphasis in the long-term 
benefits of war bond ownership as a method 
of planned saving. 

In addition to increased reliance on face- 
to-face contacts, banks utilized many other 
appeals to stimulate public interest and 
the active support of employees. 

Among the ingenious displays was a 
simulated bombing raid on Japan, on view 
in the head office of The Anglo California 
National Bank, San Francisco. Over a 
giant map of Japan were suspended au- 
thentic, exact-scale models of warplanes 
now participating in the air assault. 

Calling attention to the thrift aspects of 
war loan drive activities, the Mercantile- 
Commerce Bank and Trust Company, 
St. Louis, showed a memory-reviving dis- 
play of about forty-five old mechanical 
banks in its lobby. They comprised part 
of a collection accumulated by I. A. Long, 
vice-president. 

**Block busters.’’ Customers were in- 
clined to approach rather circumspectly 
the entrance to the principal office of Manu- 
facturers Trust Company, New York 
City, for flanking the doorway were two 
4,000-pound aerial bombs commonly known 
as “‘block busters.”” Over 9 feet in height, 
they directed attention to other display 
material designed to stimulate war bond 
purchases. 

An impressive ceremony marking the 
presentation of the distinguished flying 
cross and air medal to the mother of a 
young flyer lost in action over Austria 
ushered in the 6th war loan for employees 
and guests assembled in the lobby of the 
American National Bank and Trust Com- 
pany of Chicago. The flyer, Lt. Jack B. 
Engelhardt, was a credit man in the bank’s 
industrial division before he entered the 
service. 

Two lobby displays which classify as 
being “different” were utilized by The 
Marine Trust Company of Buffalo. On 
the branch of a tree reposed a realistic nest 
filled with war bonds, and a rustic sign 
admonished: “Feather Your Nest With 
War Bonds.” The question was raised: 
“10 years from now—will you wish you 
had feathered your nest now?” The second 
display featured a log-sawing scene, with 
the appeal: “Don’t Stop ‘Sawing Wood.’ 
Let’s finish the job . . . keep on buying 
bonds.” To stimulate maximum bond 
selling activity on the part of employees, 
the bank offered eighteen cash - prizes 
totaling $480 for the best records. 

The Manhattan Savings Bank had a 
giant “Bond Wagon” circulating through- 
out the city day and night selling bonds. 
It gave Christmas Stars denoting purchases 
in honor of those in service, and Christmas 
folders for bond gifts. 

**Task force’ idea. An expertly planned 
“‘attack” was executed at Bankers Trust 
Company, New York City. A “task 
force”’ of forty-one fighting ships, represent- 
ing as many departments of the bank, set 
sail for Tokyo during the drive. A large 
scoreboard showed replicas of the forty-one 
ships, each an actual small-scale model of 
a ship now in action in the Pacific. Large 
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departments were represented by battle- 
ships and aircraft carriers, with smaller 
departments designated by cruisers, de- 
stroyers and submarines. The ships were 
superimposed on a map of the Pacific and 
each ship was on a projected line leading 
to Tokyo. With the departments actively 
competing among themselves, the progress 
of the ships toward Tokyo registered the 
competitive standing. 

In addition to displays and contests 
such as the foregoing, banks employed 
direct mail solicitation, telephone cam- 
paigns, speakers, movies, public meetings, 
and virtually every other type of sales 
device in support of the drive. 


e * * 


Artistic Endorsements 


Every week the folks in the bookkeeping 
and check departments at Chase National 
Bank of the City of New York look forward 
to the clearing of a certain pay check. 

It is the salary voucher of Otto Eppers, a 
professional cartoonist, who adds an indi- 
vidualistic touch to his endorsements with 
apropos drawings expressing his elation at 
getting “‘paid off.”” Many of the sketches 
tell a tale, such as one example below which 
obviously denotes a raise in pay. A half 
dozen of the checks were reproduced in 
The Chase, the bank’s house organ. 

It is doubtful whether “‘Protected Car- 
toon Checks” will ever become general 
banking practice. 
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Cartoonist with sense of humor 
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Failures Multiplied after World War I. As one result . . . 
from the 1919 level . . . credit losses paid by American Credit Insurance jumped 
more than 2000% in three years. For many companies, Credit Insurance pre- 
vented disaster. 


will History Repeat ? Will failures multiply again? No one 


knows. That’s why thousands of banks recommend Credit Insurance to customers 
. . . and many banks insist on this added protection in the granting of loans. 
American Credit Insurance places a definite cash value on accounts receivable for 
goods shipped . . . guarantees that they will be paid . . . and this protection now 
can be extended without charge to include the bank as a named assured. Write 
now for more information to: American Credit Indemnity Company of New York, 
Dept. 49, First National Bank Building, Baltimore 2, Md. 


American 
Credit Insurance 


Guarantees Payment 
of Accounts Receivable 
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I. would take a lot of checks, 
placed end to end, to extend halfway around the world 
at our latitude—a distance of 10,155 miles. But our 
Transit Department, working with maximum speed 
and efficiency in its daily transactions, handles this 


great volume of business in an average year. 


Because of what our correspondents say of our 
methods of operation, we feel that the miles of checks 
handled by our Transit Department are also milestones 
of achievement for The Philadelphia National Bank. 


We will always be glad to discuss possible corre- 
spondent relationships, and will do so informally if 
you prefer. 


THE PHILADELPHIA 


NATIONAL BANK 
The Oldest and Largest Bank in Ponnsyloania 


PHILADELPHIA 1, PA. * ORGANIZED 1803 








MEMBER FEDERAL DEPOSIT 








INSURANCE CORPORATION 
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The bank is in an area where the average farm is valued at only $2,000 to $2,500, buildings included 


IN A BELOW-AVERAGE FARM AREA 





RurAL BANKING 


The operation of a profitable and helpful bank in a 
community that contains its full share of handicaps 


famed Bluegrass region, but our 
particular area is often referred to 

as the “‘Hill Country,” being a part of 
the foothills of the Appalachian Range. 
The contrast is striking, for the 
truth is that Casey County, Kentucky, 
except for river and creek bottoms 
is not a rich territory. It is almost 
entirely agricultural, and the average 
farm consists of sixty-seven acres, only 
thirty acres of which is cultivable land. 
The balance is too steeply rolling to 
cultivate and is largely covered with 
second growth unmerchantable timber. 
The typical farm, including buildings, 
is valued at $2,000 to $2,500. Cash 


J i to the north of us lies the 


By 
CHESTER N. SHAW 


Cashier, The Casey County Bank, 
Liberty, Kentucky 


income per farm averages about $500 
annually, although this varies greatly 
with the market price of tobacco, which 
still comprises the chief source of 
revenue. 

I have mentioned at the outset the 
unpromising nature of our trade area 
because it has a substantial bearing on 
all our bank’s policies. It is one thing 


to operate a successful institution in a 
good or an average community, and 
quite a different problem to “‘wind up 
in the black” in a submarginal area. 

The Casey County Bank was opened 
on December 20, 1939, following the 
closing of a predecessor institution. 
Despite unfavorable factors the bank 
has prospered. It has paid an average 
of 4% per cent dividend to stock- 
holders from the start, and has earned 
an additional $15,000 on a $60,000 
capital base, thus averaging a con- 
sistent 1014 per cent average return on 
the stock, or 91% per cent on the in- 
vested capital. Beyond this, we .be- 
lieve that it has been of constructive 
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benefit to the community and_ has 
helped to improve the local agricultural 
pattern. 

Before getting into the how and 
why, here are a few more details to 
complete the background picture. 
There are two other banks in the 
county, neither larger than ours. Popu- 
lation of the entire county is 20,000, 
and Liberty has about 1,000 inhab- 
itants. Deposits of The Casey County 
Bank are $633,000, exclusive of the 
war bond account; they consist of 
$578,000 in demand funds and $55,000 
savings. The capital structure includes 
$50,000 stock, $10,000 subscribed sur- 
plus, $12,000 earned surplus and 
$3,847 undivided profits. 

The writer came into banking in 
1933 through the Federal Land Bank 
of Louisville as an executive assistant 
to President A. G. Brown, who has 
subsequently become a deputy man- 
ager of the American Bankers Associ- 
ation and director of the Agricultural 
Commission. Later I was associated 
with the examining staff of the bank- 
ing board in Kentucky, and eventually 
was given the task of liquidating a 
bank at Liberty in December, 1939, 
and that same month I also became 
cashier of the new bank. 

The new institution occupied the 
quarters of the former bank, and a 
first step was to clean house generally. 
A modern stoker furnace replaced the 
old stove, effecting a saving of 50 per 
cent in fuel. Elaborate fixtures would 
have been out of place, but new light- 
ing equipment and other physical im- 
provements were installed to match the 
introduction of improved operating 
methods, loan policies, and the like, as 
well as to eliminate eyestrain and errors. 


As the bank entered the war period we 

saw the necessity for other adjust- 
ments. We saw a decline in loans com- 
ing, as tobacco prices shot up and 
farmers began to repay notes under 
our new policy calling for amortization. 
Loan volume dropped $250,000, from 
a previous level of $450,000, and at a 
straight 6 per cent interest rate this 
has represented an annual income 
reduction of $15,000. We have largely 
made up this difference by: (1) invest- 
ing $450,000 in bonds at roughly 2 per 
cent, to realize $9,000 annually, and 
(2) by instituting a modest schedule of 
service charges which yields $3,500 a 
year net, yet costs the average cus- 
tomer less than $2.00. We have tried 
to hold cash and due from banks to 
$75,000, liquidating bills and C.D.’s to 
meet special demands. In fact, we 
have kept our funds working to the 
extent that for a recent temporary 
period we borrowed $60,000 so we 
would not have to liquidate any more 
bonds. We pay no interest on savings, 
believing that we offer a service by 
giving our customers a safe place to 
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Failure to keep adequate records 
has always been hazardous to any 
form of business. The basis of all 
bookkeeping is a complete record of 
cash receipts and disbursements. This 
your bank will keep for you if you will 
just deposit all receipts and pay all 
bills by check, stating what each pays 
for. Then with your yearly inventory, 
you are able to make any sort of 
report required. 


1. Determine the: amount of cash 
required for conducting your business, 
and leave that exact amount in your 
register each night when making your 
deposit. 


2. Replenish your cash by drawing 
your own check for cash, not by cash- 


ing a foreign check you have taken in 
trade. 


3. Deposit periodically everything 
except your permanent supply of cash. 


4. Do not ask your banker to cash 
foreign checks. You are asking him 
to lend you that amount of money 
without interest for five or six days 
while he collects them. 


5. Do not do business at two banks. 
Neither one will be able to do the 
right kind of a job for you. Further- 
more it makes both bankers suspicious 
of you. Find a banker you can trust 
and do all your banking business with 
him. 


6. Do not accept second endorse- 
ment checks in payment of bills. 
Checks were never meant to be used 
as currency. Tell your customer you 
will take his check, if you want to, but 
let him deposit-other checks with his 
bank. Stick to merchandising and 
stay out of the banking business if 
you want to avoid trouble. 


7. If you personally draw money 
out of your business do it by check. 
There are too many regulations of 











14 Suggestions. for Business Customers, as Used 


Locally by the Author 


business today to run unnecessary 
risks 


8. Consult your banker about your 
record-keeping the same as you would 
about any other financial problem. 
Your credit is vitally affected by the 
kind of records you keep. 


9. Stub every check. Know your 
balance. When you come into the 
bank and ask how much you have on 
deposit it tells your banker you are 
careless in looking after your money 
and therefore damages your credit. 


10. Sign each check exactly the 
same way, exactly as your deposits 
are made. Wm. Jones, William Jones, 
W. Jones, and W. E. Jones may all be 
the same man or four different people. 
Help your banker protect your deposit. 


11. Do not give anyone authority to 
sign your checks, not even your wife. 
It is not businesslike. It causes 
family quarrels. Give her what 
money she needs and let her handle her 
own account. Her checks will then 
be her record of stewardship as yours 
will be for you. 





12. Keep your banker posted with a 
current statement of your financial 
condition. Remember he is asked 
many times each day to pass on the 
credit of customers, and unless you 
keep him posted he might do you an 
injustice through lack of information. 





13. Know your bank and what serv- 
ices it offers. Know your banker. If 
you cannot trust him with your 
affairs, move your account. Your 
banker is as necessary to you in the 
transaction of present-day business as 
you are to the bank. 


14. Before and after banking hours 
a telephone call will often result in 
your being accommodated without 
any violation of law or trust. Your 
bank wants to do anything and every- 
thing possible for your convenience. 








Part of an educational campaign to combat lack of understanding of 
financial transactions, a major problem confronting the bank 


keep their funds, and this has helped 
to hold down expenses. 

Our program has been keyed to this 
particular section, and the individuals 
who live in this area. Many of the 
people in the hills have had a difficult 
time obtaining schooling, due to lack 
of income and because of inadequate 
transportation facilities. They are 
completely honest, and our main prob- 
lem is one of combating misunderstand- 
ing and a lack of knowledge of even 


the most elementary banking trans- 
actions. 


Our service charge plan is one evi- 
dence of how we have adapted our 
policies to meet the special situation 
in our community. When we intro- 
duced our schedule of fees two years 
ago we were breaking new ground, for 
no one in this area had ever before 
been charged for checking account 
activity. So we felt that it was neces- 
sary to make the charges as simple as 
possible, and, in view of the local 
income level, we knew that they would 
have to be very reasonable. Further- 
more, we realized that only 300 out of 
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Mr. Shaw, second from right, discussing the tobacco situation with some farm customers and the County Agent 


1,800 accounts had large enough bal- 
ances to offset the activity involved. 

A flat charge of 1¢ is made for each 
check paid and each out-of-town check 
deposited. A maintenance fee of 10¢ 
a month is imposed, and a charge of 
10¢ per $50 is made for cashing checks 
drawn on out-of-town banks. Then 
at the end of each three-month period, 
an analysis is made of those accounts 
having balances sufficiently large to 
offset the activity, and the charge is 
rebated. What we have really done is 
to make the service charge deduction 
in advance as the activity is incurred, 
and have told the customer that if’an 
analysis at the end of the quarter dis- 
closes that the account has paid its 
own way, the amount will be rebated. 
Under this plan, those of our customers 
who are on pensions can have a check- 
ing account at a total cost of 12¢ per 
month — $1.44 per year. 

Our loan policy affords another in- 
stance of how we have “cut the cloth 
to fit the customer.” Virtually all of 
our loan customers are farmers, as we 
have no industries and relatively few 
retail establishments. It has always 
been the banking custom in these 
parts to hold notes indefinitely as long 
as borrowers meet interest payments 
and the examiners do not object. We 
have developed two renewal-type notes 
in an attempt to eliminate this custom. 
These are used for all our loans. 

One is a renewal-type of mortgage 
note, the renewal period being deter- 
mined by individual considerations 
such as sources of income and the 
equity involved. An amortization or 
repayment schedule is set up on the 
back of the note at the time it is 
drawn; this is not always rigidly en- 


forced if circumstances do not permit, 
but it does set up a definite objective 
and puts the borrower under pressure 
not to dissipate his earnings. At each 
renewal date a new note bearing the 
signature of both husband and wife is 
required. These loans represent basic 
debt, and are for the purpose of buying 
a farm, or making a capital investment 
in stock or equipment. They are 
rarely extended for more than ten 
years. 

Wherever possible we will assist 
good tenants to become land owners. 
If a tenant has a worthwhile savings 
account, adequate tools and live stock, 
we will in normal times lend him 50 
per cent of the value of the real estate 
to acquire a farm (this percentage has 
now been reduced to 334% per cent 
due to high land prices). 

In addition to such capital require- 
ments, the farmer often has need for 
$200 or $300 for operating expenses. 
A personal note form, similarly pro- 
viding for renewal, and setting up a 
repayment schedule, is used for all 
such loans. They are normally secured 
by landlord, kinsfolk, or neighbors 
who make the note collectible. Inci- 
dentally, the personal note form is on 
white stock, to differentiate it from 
the mortgage note which is on blue 
stock. 


IN both types of loans the provi- 

sion for renewal of a note at stated 
intervals gives the bank a periodic 
check against the borrower. Moreover, 
since the endorser’s signature is re- 
quired on each renewal, it likewise 
provides him with a definite line on the 
progress of the borrower in liquidating 
the debt. Furthermore, having the 


borrower come into the bank at regular 
intervals to request renewals tends to 
keep his sense of obligation alive and 
facilitates making any adjustments 
which unforeseen events may make 
desirable or necessary. 

As an additional protection to the 
bank, borrower and endorser, we 
either advocate or insist upon life 
insurance coverage for the loan cus- 
tomer. We have an arrangement with 
an insurance company which provides 
for such coverage up to $1,000 without 
medical examination. The cost is paid 
by the borrower at the following yearly 
rate: $18 a thousand for ages 18-45, 
$24 a thousand for ages 46-55, and $30 
a thousand for ages 56-60. The pro- 
tection serves two main purposes: 
(1) it keeps the bank from acquiring 
marginal land, (2) it encourages land 
owners to sign as personal surety in 
assisting tenants to borrow money. 

Another safeguard is the use of a 
credit file especially designed for farm 
customers. Compact but unusually 
complete we think for a bank of our 
size, the credit folders include three 
records: 1. A personal statement card 
which provides information on the 
borrower, his immediate family, his 
land holdings, and miscellaneous other 
information. 2. An inventory of per- 
sonal property such as live stock and 
crops. 3. A financial statement show- 
ing assets, liabilities and net worth. 

We prepare the latter two records 
annually, which gives us a good com- 
parative picture of a borrower’s prog- 
ress. Usually we obtain the informa- 
tion when a farmer comes in to renew 
a note or get a new loan. Taking such 
statements is not too popular a prac- 

See RURAL BANKING—Page 39 





> 
z 


op ey ee sali sy sical 








16 








The manager of the Flatbush office 
“broadcasting”’ to crowded lobby 


ID you ever try talking to 
D your customers through a loud 

speaker? We'll admit that it’s 
an innovation. But you would be 
surprised how well customers like it, 
and how well they respond. 

When the idea of a public address 
system was first suggested it scared us. 
However, we finally decided to try it 
at our Flatbush office, about eight 
months ago. 

Results? 
expectations. 

On busy days at our Flatbush office, 
the manager “‘broadcasts” every 15 or 
20 minutes, from his desk via the 
public address system to crowds in 
the lobby. The messages are brief, 
and every word carries maximum 
meaning. Some advantages of the 
plan are as follows: 

1. We reach thousands of depositors 
every month. 2. We reach them when 
they have nothing to do except wait 
their turn in line during busy periods. 
3. We broadcast only messages of 
particular interest to depositors, or at 
least to the great majority of them. 
4. Where no immediate action is taken 
by the listeners, we at least have given 


Way beyond any of our 
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| Adopting a Pus.ic 


Appress SysTEM 


By 
FRED GRETSCH 


President, The Lincoln Savings Bank of Brooklyn, 
Brooklyn, New York 


With some trepidation this bank decided to try out 


the innovation of talking to customers by means of 


a public address system. 


The results were beyond 


all expectations, and the plan is now considered a 


vital link in the institution’s chain of promotion 








The public address system is used to sell banking services, such as 
savings bank life insurance 


them a message that has registered. 

The plan of talking to our customers 
en masse has enabled us to improve 
our service as well as to sell our serv- 
ices. One of our problems consists of 
“‘peak-load” periods. We don’t like 
to see people standing in line, and we 
know they don’t enjoy it. It’s a prob- 
lem we just haven’t been able to over- 
come. But we have found that when 
people are waiting in line a greater 
percentage of them respond to mes- 
sages they hear than to messages 


given to them in printed form. 

On the outside of the Flatbush office 
we have an automatic day and night 
depository that was originally intended 
to permit our customers, to deposit 
money after business hours. 

It has another use now. During 
the peak-load periods we suggest over 
the public address system that people 
can avoid waiting in line by using the 
automatic depository. As many as 
twenty persons, at one time, have 
responded to our suggestion. 
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The messages which come floating over space to peak-load crowds on the banking floor are well received 





It has improved service by stimulat- 
ing use of the automatic depository 


Through the loud speaker during 
peak periods we have also urged 
depositors to do their banking at an 
earlier hour, when we are prepared to 
give them more prompt and efficient 
service. This phase of our public 
education campaign has, likewise, had 
its beneficial effects for the bank and 
for depositors. 

One of the principal reasons for 
installing the public address system 
was to propagate the idea of savings 
bank life insurance, for which this 


bank is an issuing medium. As a 
means of merchandising this service 
more effectively we had previously 
installed a special booth on the bank- 
ing floor for handling ihquiries. That 
helped considerably..- Now we have 
gone one step farther and are telling 
lobby customers about savings bank 
life insurance and the booth by means 
of our amplifying system. We've 
doubled our inquiries: And ..we’ve 
just started. 


T° date the public address system has 

been used to promote earlier bank- 
ing, the automatic depository, life 
insurance,'-war bonds, and foreign 
exchange. ‘It will also be used for 
mortgage » and, ‘modernization loans, 
safe: deposit box rentals, Christmas 
Club; and money orders. How success- 
ful this form of selling will prove in 
connection with these other services 
remains to be seen, but we feel from 
our: experience thus far that there is 
every possibility of selling all services 
of the bank via the loud speaker. 

Our manager confines his talks to 
about 30 seconds. They are purposely 
short and to the point. What we say 
in the printed word, through our 
advertising, we forcibly bring home 
by the spoken word—and at the 
point of sale where it does the most 
good. 

Typical messages are as follows: 

Sixth War Loan. ‘Do you hear the 
call from the fighting front? More 
guns, more planes, more ammunition. 
Answer that call. You can do it. 


Bonds will give them what they need. 
Buy them here at our special bond 
window.” 

Automatic depository. ‘There is no 
need for any of our depositors in line 
to wait for service if they wish to make 
a deposit. We invite them to use our 
automatic depository where they can 
get immediate service, and a num- 
bered receipt. The book is returned 
promptly by mail. Ask the floor guard 
for an envelope and instructions.” 

Foreign Exchange. ‘“‘May we remind 
our depositors that we are equipped 
to handle the transfer of funds to 
England, Ireland, Scotland, ‘Wales, 
Spain, Sweden, and certain occupied 
parts of Italy, France, Poland, Latvia, 
Lithuania, Estonia and Rumania, ‘with 
all the speed that conditions allow, 
and at nominal cost. Inquire in our 
front office.” 

Savings Bank Life Insurance. 
“Examine our bulletin. board; there 
you will notice how savings accounts 
now include life insurance.: ‘If you 
can save $10 a month you will accumu- 
late over $100 the first year, depending 
on your age, and havé $1,000 in life 
insurance protection. . Stop’ at the 
savings bank life insurance ‘booth ‘and 
ask about the plan. There. is -no 
obligation. We take no: names no 
salesman will call.” 

We are finding our public address 
system an important link in our chain 
of promotion.: ‘Results have been so 
encouraging that we are considering 
the installing of similar devices in a 
our other offices. 
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to address a group of California 

bank officers on small business 
loans. In preparing for our talk we 
got together some statistics and ex- 
amples to show what we, as one bank, 
were already doing. We had felt that 
an analysis of any well-established 
installment loan department would 
reveal that a surprising number of 
small business credits are already 
being handled. 

In our case, a study of some 17,400 
installment loans showed that 2,189 
of these loans, totaling $1,072,063, 
were made for business purposes. This 
was 12.5 per cent by number and 24.1 
per cent by dollar volume. Further, 
these small business loans averaged 
$490 each. 

We also got together some case his- 
tories or examples of these small busi- 
ness loans. 

The first case was that of a man 
who, in 1939, was borrowing from 
our installment loan department on a 
personal loan basis. He was a route 
salesman for a local bakery. Early in 
1940 he purchased a grocery business 
for $2,500. We loaned him this amount 
of money, on a note with two co- 
makers secured by a chattel mortgage 
on his equipment and fixtures. The 
loan was repayable over two years in 
monthly installments. This man pros- 
pered and today owns two grocery 
stores and three restaurants. He has 
pending applications for credit at the 
present time for a $6,000 advance on a 
contract purchase, a $3,000 FHA 
Title I loan, and a $3,200 chattel 
mortgage and note. 

Another example was that of a man 
who first started borrowing from us in 
1938. At that time a Dun & Brad- 
street report showed a net worth of 
approximately $10,000. Since we be- 
gan to care for this man’s credit needs, 
we have made him fifty-two loans, 
totaling nearly $42,000. During the 
last three bond drives I have, person- 
ally, sold him $5,000 in coupon bonds 
each time. He now owns a cattle ranch 
and is in partnership on three busi- 
nesses. We have just made him a loan 
of $10,000 for the purchase of another 
business. 

Another story is that of a man who 


A FEW weeks ago we were invited 
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Handling Loans fo 
SMALL BusINEss 


By 


CARL A. 


BIMSON 


Vice-president, Valley National Bank, Phoenix, Arizona 


This is not a general discussion on the advisability 
or intention of supplying small business credit. It 
gets into details about the types of loans involved, 


special credit factors, and actual operating methods 





CARL A. BIMSON 





sll. ( 





LOAN CUSTOMER 


Mr. Bimson explaining the small business loan application 


came to us first for a small loan in 
1936. In 1939 he applied to us for 
$1,677 to deepen his water well so 
that he could supply water to some of 
his neighbors. He had a job with a 
local concern, where he had been em- 
ployed for seven years. His assets 
consisted of an equity in a small home, 
a few dollars in a bank account, and 
an automobile. This loan was written 
for a period of three years. Finally, 
after deepening his well, he signed up 
thirty-five subscribers for water serv- 


ice, and this required an additional 
advance of $1,797 to extend his water 
main and purchase water meters. This 
loan was secured by an assignment of 
notes which he, in turn, took from his 
subscribers covering their portion of 
the cost. This was the beginning of a 
water system which now consists of 
approximately 500 connections and 
has reached its present size through 
our assistance in making him some 
eighteen loans totaling $17,742. 

One more story concerns a salesman 




















SMALL BUSINESS INSTALMENT LOAN 
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who came to us in May of 1942. This 
man in his daily calls on business con- 
cerns saw the opportunity to purchase 
a small business out on the desert. 
The purchase involved $1,200. Our 
applicant had $200 cash but needed 
$500 to consummate the transaction. 
The loan we made him was secured by 
two co-rmakers and a chattel mortgage 
on his automobile. We also took an 
agreement giving us certain controls 
over his cash receipts. This man now 
owns three duplexes, with all apart- 
ments rented, a home, and another 
residential property which is clear of 
debt. In addition he has a reserve in 
war bonds and an adequate inventory 
in a business. 

This type of lending adapts itself 
particularly well to an installment loan 
department. In fact, in viewing the 
trend in commercial banking generally 
it appears to us that it is moving more 
and more into term installment credits 
and away from the short-term com- 
mercial loans which used to make up 
such a large proportion of a bank’s 
loan portfolio. There will always be 
a demand for some short-term credit, 
of course, to carry business over peak 
inventory periods and for such current 
needs as tax payments, but with im- 
proved transportation facilities and 
factory warehouse stocks close to the 
consumer market less and less of this 
type of short-term credit has been 
needed each year. 

The installment loan activities in 
the home office of our bank here in 
Phoenix are largely divorced from the 
other loaning functions of the bank. 








We have oui own 
loaning officers 
and a separate 
loan committee. 
This is partially 
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bank lobby. This 
segregation per- 
mits us to keep 
longer hours than 
would otherwise 
be possible. We 
are now keeping 
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are carried in our 
home office, and 
the other half 
is carried by 
our branches. In the smaller branches 
of the bank, the manager or assistant 
manager approves all loans except 
those involving credits in excess of 
their loan limits, in which event the 
application is referred to the home 
office where it is passed on by the 
installment loan committee.  Inter- 
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Form especially devised for small business credits 


viewers all have their own individual 
loan limits and approve their own 
loans within these limits. Only those 
in excess of these limits, or those in- 
volving a policy decision, are referred 
to the loan committee or department 
head. 

In connection with loans to small 
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Payment office, on ground floor with a separate outside entrance 


Most, not all, loans will be handled as installment credits 


business, as such, we have found that 
there are several types of loan which 
involve different approaches. 

Where the request is for the discount 
of receivables, in the form of contracts 
or notes, lines of credit are recom- 
mended by the branch or loan officer. 
These recommendations are submitted 
with a current financial statement and 
operating figures, a brief history of the 
business, its method of operation, 
description of the type of merchandise 
sold, terms generally extended, average 
size of sale, and volume of time sales 
anticipated or previously handled. 
Based on this information, the line is 
approved or disapproved. In practi- 
cally no case is a maximum dollar 
amount set for the line since we always 
retain the privilege of rejection of any 
contract or note submitted and we 
feel there should be no limitation on 
good contracts accepted, even from a 
dealer with a limited net worth. If 
reasonable credit judgment is used in 
the acceptance of contracts originally, 
demands upon a dealer for repurchase 
should represent a comparatively small 
percentage of the paper purchased, 


and this percentage can easily be taken 
care of by requiring the dealer to per- 
mit the establishment of normal re- 
serves for such a purpose. 

On loan requests involving the ordi- 
nary purchase of automotive equip- 
ment our policies are well established 
and all loan officers, branch managers, 
or interviewers can make commit- 
ments and consummate transactions. 
Truck loans, especially those involving 
large amounts or longer than ordinary 
terms, are referred to our head office 
for approval if the application origi- 
nates in a branch, or to the installment 
loan committee at the head office. 


PDiREcT loans may be of a type that 

can be made under FHA Title I, in 
which event approval is made at point 
of origin, or they may be in the form 
of a real estate loan, on which approval 
and servicing is taken out of the 
installment loan department. If the 
request involves a capital loan for 
purchase of a business or for longer 
term operating funds than is normally 
provided on a straight commercial 
loan, and repayment is to be made in 


monthly installments, the loan might 
be carried in either the commercial 
department or installment loan depart- 
ment, depending largely upon where it 
originated. 

Commercial borrowers will usually 
go back to the loaning officer with 
whom they have previously done busi- 
ness in making a request for a new 
loan, regardless of its terms or type. 
This is likely to be the case even 
though a bank has publicized a special 
department for the specific purpose of 
handling the type of loan requested. 
When this happens, there are two 
procedures to be followed: Either the 
customer is referred to the department 
and officer best fitted to handle his 
request or the loan is set up by the 
officer to whom the request is made, in 
a manner which best conforms to the 
customer’s needs, and then referred 
for servicing to the department best 
equipped to handle it. 

Unsecured loans to previous com- 
mercial borrowing customers involving 
sizable amounts are usually carried in 
the commercial note case, even though 
they involve installment payments 
and are made for a year or longer. 
These loans, however, carry a special 
prefix to the loan number for identifica- 
tion purposes. 

Installment loans involving equip- 
ment or appliance purchases, or where 
equipment or fixtures represent the 
principal security taken, are normally 
handled through our installment loan 
department. This is also the case 
where the loan is an unsecured one but 
involves credit up to $2,000 or $3,000 
to a small business not able to make a 
financial statement that would justify 
an orthodox commercial loan and 
where repayment is to be made in 
monthly installments. 

Our first thought, in giving new 
emphasis to loans to small business, 
was to issue instructions to loaning 
officers and branches covering the in- 
formation desired. This proved to be 
difficult because of the wide variety 
of requests for loans and the wide 
range in loan amounts. We decided 
instead to design a new application 
form for use specifically in connection 
with loans involving businesses other 
than corporations. 

This new application was developed 
on the theory that neither the average 
all-purpose commercial financial state- 
ment nor the average personal loan 
application filled the need. This new 
form is illustrated on the preceding 
page. It is an 81% by 11-inch, fold- 
over form of which page 4 is blank. 
In addition to this we are developing 
a new financial and operating state- 
ment form for use in the commercial 
department on loan requests from 
businesses. With these forms we be- 
lieve our loaning officers and branches 

See SMALL BUSINESS—Page 37 
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By HENRY D. RALPH, Washington Correspondent 


G. I. Loan Regulations 


SEE COVER (In the picture, left to right: H. Per- 
sons Heath, chief of farm loans division; 
Maurice Collins, director of finance; Harold W. 
Breining, assistant administrator, 


Veterans 
Administration: Francis X. Pavesi 


ich, chief of 
loan guarantee division; Lt. Col. E. A. Matti- 
son, special assistant to the director, loaned by 
the Army and an officer of Bank of America) 


With scattered loans already being 
guaranteed by the Veterans Adminis- 


tration for veterans of World War II © 


and inquiries from discharged service 
men and women coming in rapidly, 
safeguards were being established and 
steps taken to discourage unwise bor- 
rowing. 

The newly-issued regulations for 
guaranteeing loans for the purchase of 
farms and the regulations in process 
for the purchase of businesses, and 
particularly the procedures employed 
for carrying them out, made it plain 
that loans are not easy to get and that 
veterans will be induced to act with 
great caution. 

For the veteran who is a good credit 
risk and who has arranged to purchase 
a good property at a fair price, the 
G. I. loan presents an excellent oppor- 
tunity and is not particularly difficult 
to obtain. But the restrictions in the 
law itself and in the procedure being 
developed by the Administration defi- 
nitely discourage the veteran who has 
slight knowledge of credit and values. 
This is doubtless a wise policy because 
instances have been reported of vet- 
erans seeking loans chiefly because 
they were entitled to them and with- 
out a particularly good use for the 
money at this time. 

Turning down loan applications from 
veterans is going to be one of the 
toughest public relations jobs of banks 
and other lending institutions in con- 
nection with the entire veterans’ loan 
program, but many prominent bankers 
have already declared that it is a 
bank’s duty to discourage a veteran 
from borrowing unless he has a pretty 
good chance of making the loan pay 
out. In doing this the banker will 
have the full support of the govern- 
ment, and in refusing a loan he can 
usually cite government regulations 
as the reason. 

The law permits each veteran to 
obtain the guarantee of $2,000 for 
any one or all of the specified purposes 
of buying a home, a farm, or a business. 
The veteran can use the guarantee all 
at once or at different times, but once 
the limit has been used he cannot get 
another guaranteed loan even though 


his first loan has been fully repaid. 
If he borrows to the limit of the guar- 
antee to purchase a home he cannot 
get another loan to enter business, or 
if he uses the full guarantee to pur- 
chase a farm he cannot later obtain a 
similar loan to rebuild his house. 
Pointing this out to veterans is calcu- 
lated to make many of them proceed 
with caution. 
Another fact which is being brought 
to the attention of veterans is that the 
guarantee is construed to mean that 
the government will try to make the 
veteran repay the loan in case of de- 
fault. The Veterans Administration 
may withhold veterans’ benefit pay- 
ments as offsets against defaults under 
the guarantee. It has announced that 
as a general policy it will not withhold 
service-connected disability pensions 
to offset such losses where the veteran’s 
failure to pay his loan resulted from 
fraud or similar fault. Nevertheless, 
the knowledge that the government 


will try to make the veteran repay 
may have a deterrent effect. 

The regulations for all three types 
of loans stress the care which lenders 
must take in obtaining accurate credit 
reports on individual borrowers and 
fair appraisals of the property to be 
covered by the loan. In every case, 
except certain small loans, the property 
must be covered by a legally executed 
lien, usually a first mortgage. 

Most troublesome are the require- 
ments of the law that the property 
must be reasonably priced and suited 
to its intended use, and, in the case of 
farm and business loans, that the 
veteran have training or experience 
fitting him for the intended occupation. 
This requires more than the usual 
credit and appraisal reports. For 
example, a veteran. may be a good 
credit risk personally but be poorly 
suited to the type of farming or busi- 
ness he desires to,enter, or the prop- 
erty he has in mind might be very 
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Strategically Located 
For Canadian Collections 


Just across the border from the Dominion 
of Canada, Manufacturers National Bank of 
Detroit has location, connections and facil- 
ities for prompt collections in Canada. 


More and more banks throughout the coun- 
try are routing Canadian collection items 
through Manufacturers National. Your bank, 
too, is invited to make use of our services. 


* Buy More War Bonds * 


MANUFACTURERS NATIONAL BANK 
OF DETROIT 


DETROIT 
DEARBORN + HIGHLAND PARK 


Member Federal Deposit Insurance Corporation 
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THE 8059 1S HAPpy 
AS AKID THE WAY We 


ZIP THRU 
FILING 


EASY.:- SIMPLE... FAsT / 


EVERY DAY FILE 
SAVES TIME 


FOR THE BOSS AND ME! 


The way it cuts out zigzag 
hunt-and-fumble when filing— 
no wonder thousands of busy 
executives and office workers 
: shout praises for the original 
Every Day File! 


The Best It speeds up filing, sorting, 
Little Work classifying—organizes work— 
1 Saver fills dozens of important needs. 


See for yourself how it saves 
vital time, boosts efficiency, rules out many 
chances of error. 


Only the original Globe-Wernicke Every 
Day File is so simple, so good looking, so 
sturdily built for long hard wear. It comes 
in two sizes, and with various types of in- 
dexing—alphabetic (A to Z), days of the 
month (1 to 31), or with blank tabs for your 
own indexing. 


, Ask your Globe-Wernicke dealer about 
the Every Day File for your office—or 
write direct to The Globe-Wernicke Co., 
Norwood 12, Cincinnati, Ohio. 


ae BUY WAR BONDS 
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valuable for certain purposes but not 
for the use the veteran intends. 

This requires some individual in- 
vestigating and counseling on the part 
of somebody. In many cases the 
lenders themselves will be in a position 
to do this, but the government is 
planning to do a great deal of it 
through various existing agencies. 

The original home loan regulations, 
the first to be issued, left this problem 
somewhat unsettled, with the responsi- 
bility uncertainly divided between the 
lender and the Veterans Administra- 
tion. However, plans are under way 
to bring the National Housing Agency 
into the picture so that its agencies, 
such as the Federal Home Loan Banks 
and the Federal Housing Administra- 
tion, will play an active part in advis- 
ing the veteran, the lender, and the 
Veterans Administration on these diffi- 
cult problems of “‘suitability.”’ 

The regulations for guaranteeing 
loans on farms and farm equipment 
were prepared in co-operation with the 
Department of Agriculture, and pro- 
vide for utilizing the facilities of the 
Land Bank Appraisers and the Farm 
Tenant Committees of the Farm 
Security Administration. One or the 
other of these instrumentalities is 
already functioning in virtually every 
agricultural county in the United 
States, and FSA was moving rapidly 
to appoint a veteran, preferably with 
business experience, in each county to 
assist in advising veterans on suitable 
farming properties and activities in 
connection with loan applications. 

Where a veteran is known in the 
community and wants to purchase 
local property for orthodox farming 
operations, these county committees 
should have little difficulty in esti- 
mating the probable success of the 
venture. A much more difficult prob- 
lem arises where a city-bred veteran 
wants to enter a particular type of 
farming in a distant state. Local 
officials of the Veterans Administra- 
tion and the Department of Agricul- 
ture can assist him in obtaining much 
information about the prospects, but 
they probably will advise him to work 
as a laborer on that type of farm for a 
year or so before using his guarantee 
on a loan to go into the business for 
himself. 

The most difficult problem of all is 
involved in making loans to enter busi- 
ness, because a considerable amount 
of vocational guidance is implicit in 
the terms of the law. Not only must 
the property be a good buy, reasonable 
in price and suited to the type of busi- 
ness intended, but the borrower must 
have qualifications of experience, train- 
ing, personality and temperament 
which promise success in that line of 
activity. 

Still another factor tending to keep 
down the volume of G. I. loans is the 


attitude of all government agencies 
concerned that present-day prices of 
homes, farms, and business properties 
are probably inflated and that veterans 
and lenders alike should be extremely 
wary. This is particularly true of 


farm properties, and the Department _ 


of Agriculture, which will play an 
important part in passing on G. I. 
farm loan guarantees, has repeatedly 


warned that post-war earnings from ° 


the production of agricultural products 
probably will not justify the high 
prices now being asked for farm lands 
in many sections of the country. 

In addition to the regulations, the 
Veterans Administration is distributing 
to all interested lenders a series of non- 
technical manuals describing the terms 
and procedures in layman’s language. 
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Brown- Maybank Bill 


Failure of a last minute attempt to 
secure enactment of the Brown-May- 
bank bill probably means that the new 
Congress will undertake a study of 
laws and regulations relating to the 
payment of interest on demand de- 
posits and the absorption of exchange 
charges. 

The Brown-Maybank bill would 
have amended the Federal. Reserve 
Act to permit member banks to absorb 
exchange or collection charges in clear- 
ing checks for non-par-clearance banks. 
It passed the House months ago but 
hearings were not held by the Senate 
committee on banking and currency 
until the middle of December, shortly 
before the 78th Congress was due to 
expire. 

While hearings were in progress, 
with many bankers and others waiting 
to testify both for and against the bill, 
Senator Burnet R. Maybank of South 
Carolina proposed the measure as an 
amendment to a crop insurance bill 
being considered on the Senate floor. 
The amendment was defeated by a 
vote of 24 to 45, with many Senators 
explaining they were voting not on 


the merits of the proposal but because’ 


of the fact that it was offered as a rider 
on an unrelated bill at a time when the 
Senate committee had not concluded 
its study of the subject. 

Origin of the measure was a ruling 
by the Federal Reserve Board that 
certain member banks were violating 
its Regulation Q by absorbing ex- 
change charges of non-par correspond- 
ent banks as an inducement for obtain- 
ing business and building up large 
correspondent deposits. The banks 
in question were accused of doing this 
to such an extent that it constituted 
payment of interest on demand de- 
posits. While the Board denied that 
it- was attempting to force universal 
par clearance of checks, many of the 
non-par banks of the country insisted 
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4 Destroyer-Escort hitting the water from the Defoe launching ways 


When We’ve Launched Our Last Warship 


After the nations of the world stack arms and the last warship has been sent from our ways, 
this company, in stride with the leaders of American industry, will be ready for conversion to peace. 
More than that, we will be prepared to translate the advancements and economies taught by war 
into epoch-making new products for better living for Americans. As it has for more than 40 years, 
the Defoe Shipbuilding Company will construct large yachts and commercial vessels. But the major 
expansion will come in the new Housing Division which will manufacture and distribute low-cost 
units and component parts for American homes and farms. The industries of this country should 
turn the experience, new techniques and materials developed by war work toward advancing the standard 
of living throughout the world. The large scale program of the Housing Division will be Defoe’s 
contribution to the mobilization of American war industries for peace time production and employment. 


HOUSING DIVISION 
DEFOE SHIPBUILDING COMPANY, 






BAY CITY, MICHIGAN 


Four White Star Renewal Citations now decorate 
the Navy “‘E”’ Award won by Defoe workers. 








BACK THE ATTACK 


SHIPS FOR VICTORY 
—BUY WAR BONDS 


SERVANTS FOR PEACE 
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that such was the intention and effect 
of the ruling. 

A new approach to the controversy 
has been suggested by the American 
Bankers Association. While opposing 
the Brown-Maybank bill as possibly 
opening the way to abuses which the 
banking laws of the early ’30’s sought 
to outlaw, the A. B. A. proposes that 
Congress remove the present confusion 
by defining by law just what does 
constitute payment of “‘interest.”” Such 
a law would make it clear just what 
types of charges banks could make or 
absorb, the general rule probably being 
that banks be permitted to absorb 
incidental and minor charges to avoid 
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annoyance to customers or undue 
accounting and collection costs to 
themselves but not to the extent that 
the absorptions become a competitive 
device for soliciting accounts. It is 
also proposed that considerable time 
be allowed for the effective date of 
any changes in the law so that banking 
practices could become adjusted to 
the new conditions. 

Since the Brown-Maybank proposal 
will have to come up as new legis- 
lation in the 79th Congress, it is 
probable that the banking and cur- 
rency committees will give serious 
consideration to the A. B. A. sugges- 
tions in the next few months. 








PIONEER 


IN SALES FINANCING 


When Woodrow Wilson wrote his 14 points we financed 
our first auto sale. That was in World War No. 1. A few 
years before we had started in business, the first Morris 
Plan Bank west of the Mississippi. 


Through war and peace, through depression, inflation, 
two chickens in every pot and brother can you spare a 
dime, we have financed sales of merchandise on time 
payment, and by this time we know fairly well how the 
general public pays and how the dealer sells. 


This experience will skyrocket in value on the day the 
war ends and manufacturers turn back to peace-time 
products. This experience is at the disposal of our cor- 
respondent banks, and other friends. 
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NINTH AND WASHINGTON (1) ST. LOUIS 
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Lower Ration Banking Fees 


A downward revision of ration bank- 
ing fees has been made by the Office 
of Price Administration, effective Janu- 
ary 1. This follows an OPA survey of 
costs. 

The survey, OPA said, showed 
that costs of operating ration banking 
have declined since the system was 
first put into effect, and that the new 
rates will adequately compensate banks 
for maintaining ration accounts. 

Five fees were eliminated entirely on 
the ground that they totaled only 
1% per cent of all fees and the amount 
was too small to justify the expense of 
keeping records. The items’eliminated 
were the payment of $.60 for the first 
account for any depositor; $.20 for 
each subsequent account opened by 
any depositor; $.005 for each box of 
tokens disbursed; $.02 for each box of 
tokens received; $.05 for each ration 
check issued by the bank for its own 
account. 

The new schedule sets up the follow- 
ing rates for reimbursement by the 
OPA: For each account on the bank’s 
books as of the 15th of each month, 
$.10 (no change); for each deposit 
made, $.04 (old rate $.05); for each 
item included in a deposit or in 
exchange for tokens, $.0075, (old rate 
$.01); for each ration check paid, $.03 
(old rate $.04). Reports and regula- 
tions per month per program carried 
by the bank, $3 (limited to $15 for 
dny bank and all its branches in a 
given city). The former reports and 
regulations fee was $20 per bank for 
all programs, with a limit of $100 for 
a bank and all its branches. 

OPA’s ration banking officials de- 
clare that co-operation from the banks 
has always been excellent and that 
operation of the ration banking plan 
has been highly satisfactory and is a 
very successful venture in joint govern- 
ment-industry activity. It is pointed 
out, however, that there are still many 
banks which do not submit reports on 
time, which fail to exercise proper care 
in accepting ration deposits, and which 
fail to safeguard ration documents. 


¢ « 


Increased Capital for SWPC 


Congress has just increased the 
lending authority of the Smaller War 
Plants Corporation by $200,000,000 
and shortly will take up legislation to 
extend the life and broaden the lending 
activities of this agency. 

Since the SWPC was created in 1942 
its capital stock, purchased by the 
U. S. Treasury, has been $150,000,000, 
but by December, 1944, this was virtu- 
ally all covered by loans, commitments, 
or purchase of equipment leased to 
small war contractors. The increase of 
capital stock to $350,000,000, with a 
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similar increase in lending authority, 
will permit the agency to continue its 
present program. Officials estimate 
that about $144,000,000 of the in- 
crease will be used during the year to 
finance direct war production. The 
balance, plus collections on outstand- 
ing loans, will be available for financing 
programs in connection with contract 
settlements and disposition of surplus 
war property. 

During debate on the legislation 
considerable opposition arose on the 
ground that SWPC was competing 
with commercial banks. It was argued 
that any additional government lend- 
ing to business should be done through 
the Federal Reserve banks either 
directly or by guarantee of bank loans. 
However, the SWPC found many 
champions in Congress who replied 
that it has rendered a valuable service 
to small manufacturers in obtaining 
and financing war contracts. 

A demand for expansion of SWPC’s 
lending activities came from the Senate 
committee on military affairs, whose 
subcommittee on contract settlement 
reported that a review of activities in 
this field to date indicates that no 
additional legislation is needed except 
to provide reconversion loans to small 
business concerns. This committee 
found no faults with the termination 
loan procedure but felt a need for 
additional credits to enable small war 
contractors to get started in civilian 
production. The committee’s report 
declared: 

“The fundamental need of many 
small manufacturers with terminated 
war contracts will be reconversion 
loans, based upon a liberal appraisal 
of their future business prospects. 
Such loans would eliminate much of 
the accounting and verification prob- 
lems involved in termination loans. 
In one transaction, they would meet 
all the reconversion needs of a small 
company —including, among others, 
interim financing on _ termination 
claims. 

“At the present time the Smaller 
War Plants Corporation is not au- 
thorized to make reconversion loans. 
Its authority is limited to loans for 
war and essential civilian production 
termination loans, and surplus prop- 
erty loans. It is recommended, there- 
fore, that the Smaller War Plants 
Corporation be authorized to make or 
guarantee reconversion loans to small 
business for any type of civilian 
production. , 

“Furthermore, prompt action shoul 
‘be taken to extend the life of the 
Corporation, which is due to expire on 
July 1, 1945. Delay in extension of 


the Corporation’s life would impede the | 


development of an adequate organiza- 
tion to assist small business men with 
terminated contracts.” 

Several bills have been introduced 


to extend the life of SWPC two or 
three years and to expand the scope 
of its lending activities in various ways, 
and Congressional sentiment appears 
to be quite favorable to these pro- 
posals. 


Sixth War Loan Success 


The Sixth War Loan well exceeded 
its goal of $14 billion set when the 
drive began on November 20, and at 
the close of the drive itself it appeared 
certain from preliminary figures that 
the total would exceed $19 billion. 


25 


Sales of war bonds to individuals, in 
some respects the most important part 
of the drive, had been set for $5 bil- 
lion, and on the last day of the drive, 
December 16, reports showed only 
85 per cent of this amount. However, 
Treasury officials expressed confidence 
that the full goal would be met by the 
time all reports had been received and 
tabulated and when bonds had been 
issued to those paying for them by 
deductions from payrolls during the 
month of December. Final figures on 
the loan were not due until the first 
week in January. War financing plans 
probably will continue along the same 
pattern through 1945. 
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SHORT TERM ISSUES 


..- FULFILLING RIGID 
INVESTMENT REQUIREMENTS 


Consolidated collateral trust debentures, issued by the 
Federal intermediate credit banks, constitute joint and 
several obligations of these institutions. They are au- 
thorized under the Federal Farm Loan Act, as amended. 


When maturing in six months or less, they may be 
purchased by Federal Reserve Banks and are 
acceptable as collateral for fifteen-day loans to 
member banks. Furthermore, the debentures are legal 
investment in various states for funds of insurance 
companies, savings banks and other fiduciaries. 


These debentures become available at regular intervals 
for subscription, in denominations of $5,000, $10,000, 
$50,000, $100,000, due from six to twelve months. 
They are obtainable from the established fiscal agency 
or through recognized dealers and dealer banks. 


THE FEDERAL INTERMEDIATE CREDIT BANKS 


Requests for supplemental information 
regarding these seasoned issues should be addressed to 


CHARLES R. DUwN, Fiscal Agent 


31 NASSAU STREET 


New York 5, N. Y. . 
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TO BUSINESS ENTERPRISES 
YOUNG OR OLD ...LARGE OR SMALL 


Commerce and Trade and Banking are interdependent. At almost every 
stage of production, distribution and sales, banking services are essen- 
tial—with bank loans and bank credit an important part in developing 





and maintaining high levels of profitable employment. 


IN PEACE 


Organized in 1933, we immediately 
made funds and credit available 
for the resumption of trade and 
commerce, which had been seri- 
ously interrupted. 


IN WAR 


Our volume and number of loans, 
started in the earliest days of the 
Defense Program to finance war 
production, have won national as 
well as local recognition. 


FOR RECONVERSION 


We are now providing funds to 
bridge the gap between cancella- 
tion of war contracts and final 
adjustment of claims. 


POST WAR 


As in 1933 and the years following, 
we will again be ready to help 
business and industry, not only 
locally but nationally, to meet 
whatever emergencies, opportuni- 
ties and responsibilities may arise. 


We are fully prepared to meet every legitimate 
credit need and cordially invite your inquiries. 


K WK OW 


NATIONAL BANK OF DETROIT 


Complete Wartime Bank and Trust Service 
Member F. D. I. C. 


RESOURCES EXCEED ONE BILLION DOLLARS 





In writing to advertisers please mention The Burroughs Clearing House 
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The PERSONALITY SPOTLIGHT 











BRIGADIER GENERAL BENEDICT CROWELL 





LORING L. GELBACH 


Cleveland bankers in the news 


An important “big bank” year-end 
personnel change is the naming of 
Loring L. Gelbach as president of 
the Central National Bank of Cleve- 
land, succeeding Brigadier General 
Benedict Crowell who becomes chair- 
man of the executive committee. 

General Crowell, who was Assistant 
Secretary of War during World War I, 
has during the present war been 
devoting part of his time in Washing- 
ton as consultant to Secretary of War 
Henry W. Stimson. Because of the 
pressure of these other duties, he. asked 
to be relieved of the activities of presi- 
dent. During his incumbency since 
January 13, 1938, the bank has en- 
joyed its greatest period of growth; 


deposits have risen from $136,000,000 
to $321,000,000. 

The new president, Loring L. Gel- 
bach, is also credited with having made 
an active contribution to the bank’s 
growth. He has been a vigorous sup- 
porter of the policy of taking the 
bank’s facilities and story to the com- 
munity, and of extending the bank’s 
usefulness to its depositors. He was 
elected a director and a member of the 
executive and trust committees of 
Central National in 1937, and joined 


’ the bank September 8, 1938, as vice- 


president. He has been in charge of 
loan administration. Formerly he was 
manager of the RFC loan agency in 
Cleveland, and prior to that was 
cashier of the First .National Bank, 
Ellwood City, Pennsylvania, of which 
his father was president. He is a 
member of the Association of Reserve 
City Bankers. 


¢ 


Another important year-end de- 
velopment is at the Emigrant Indus- 
trial Savings Bank, New York, third 
largest U. S. mutual savings institu- 
tion, where a triple change went into 
effect January 1. 

After being prominently engaged in 
New York City banking for fifty-seven 
years, Walter H. Bennett retired as 
chairman but will remain as a trustee 
and executive committee chairman, as 
well as ex-officio chairman of the in- 
vestment committee. 

The ‘new chairman of the board of 
trustees is Robert Louis Hoguet, 
who has been a trustee and officer of 
the bank for twenty-one years and 
president since 1936. 

John T. Madden, forty-eight, a 
vice-president of Manufacturers Trust 
Company, New York City, since 1926, 
succeeds Mr. Hoguet as president of 





the Emigrant bank. He began his 
banking career with The National 
City Bank of New York and joined 
Manifacturers Trust Company in 
1921. During recent years he has 
been in charge of Manufacturers’ im- 
portant office at Fifth Avenue and 
43rd Street. 


¢ 


Considerable interest attaches to the 
merger of the San Jacinto National 
Bank of Houston and The Second Na- 
tional Bank of Houston, which became 
The consoli- 


effective December 1. 





COLONEL W. B. 
BATES 


dated bank re- 
tains the name 
of the latter in- 
stitution, and 
will occupy the 
quarters of the 
Second National, 
which are being 
enlarged and re- 
modeled. Total 
assets as a result 
of the merger are in excess of $100,- 
000,000. Capital and surplus is now 
$5,000,000, and ownership of the bank 
is broadened through a greatly in- 
creased list of shareholders. 

Colonel W. B. Bates, chairman of 
the board, and L. R. Bryan, Jr., 





L. R. BRYAN, JR. 
J. VIRGIL SCOTT 


Triple change at Emigrant Industrial Savings Bank, New York City 


WALTER H. BENNETT 


ROBERT LOUIS HOGUET 


JOHN T. MADDEN 
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Specify Air Express 


ILLIONS of dollars are lost annually by the ordi- 
nary slow-downs of business and industry due to 
the constantly recurring need for tools and materials 
and waiting for delivery! 

AIR EXPRESS can close many of those gaps between 
planning and performance, save many of those dollars! 

As you put new production plans into operation, you 
will find AIR EXPRESS at your service with expanded 
facilities for helping you cut the high cost of idle 
machines, idle labor, idle goods. 







A Money-Saving, High-Speed Tool 
) for Every Business 

With additional planes now available for all important types of traffic, 3-mile-a- 
minute Air Express directly serves hundreds of U.S. cities and scores of foreign 


countries. Thousands of shippers are saving substantial sums through Air Express, 
employing its economy and efficiency in an ever-increasing number of ways. 


WRITE TODAY for “Quizzical Quiz’”— a booklet packed with facts that will 
help you solve many a shipping problem. Dept. PR-13, Railway Express Agency, 
230 Park Avenue, New York 17, N. Y., or ask for it at any local office. 


ESS 


Gers there FIRST 


Phone RAILWAY EXPRESS AGENCY, AIR EXPRESS DIVISION 
Representing the AIRLINES of the United States 
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president of the Second National, con- 
tinue in these offices. J. Virgil Scott, 
formerly president of the San Jacinto 
National Bank, has become chairman 
of the executive committee of the 
consolidated bank. 


° 


Three new general partners have 
been admitted to the oldest and largest 
private banking firm in the United 
States, Brown Brothers Harriman & 
Co., effective January 1. They are: 
Harold D. Pennington, who has 
been general manager since 1931; 
Thomas McCance, in recent years 
in charge of the investment side of the 
firm’s business; and Stephen Y. 
Hord, for several years resident man- 
ager of the Chicago office. 

+ 


A new bank president in Texas is. 
J. C. Tenison, who has been ad- 
vanced from 
vice-president 
to succeed the 
late Earnest R. 
Tennant at the 
helm of the Dal- 
las National 
Bank. 

Mr. Tenison, 
fifty-six, who has 
been a banker in 
Dallas since 
1908, is the son 
of the late E. O. 
Tenison, one of the pioneer bankers of 
the Southwest... Since his association 
with the Dallas National Bank the 
institution has grown from a modest. 
start to a bank with assets of $64,000,- 
000. Heis a member of the Association 
of Reserve City Bankers. 

Promotion has also come to Joe 
Agee, advanced from vice-president to 
the newly created office of executive 
vice-president. He started with the 
bank in 1917 as a messenger. 


¢ 








J. C. TENISON 


Myron S. Short, who was re- 
elected president of the Savings Banks 
Association of the State of New York 
for the third term last fall, has been 
elected president of the Buffalo Sav- 
ings Bank. He succeeds Charles L. 
Gurney, now chairman of the board. 
Other promotions are: William S. 
Rogers from vice-president to execu- 
tive vice-president; Carlton P. 
Cooke from real estate officer to vice- 
president, and W. Franklin Mais- 
choss from controller to vice-president 
and controller. 

4 


William Moeller has been elected 
a vice-president of the First National 
Bank of St. Louis, to succeed the late 
R. Palmer McElroy as territorial officer 
in Illinois, Indiana and Kentucky. 
He had previously been an assistant 
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vice-president associated with Mr. 
McElroy in supervising this territory. 
At one time he was assistant credit 
manager of the bank, and he is a past 
president of the St. Louis Chapter of 
Robert Morris Associates. 


e 


A. M, Strong, formerly manager of 
the foreign department at The Public 
National Bank 
and Trust Com- 
pany of New York, 
New York City, 
has been elected a 
vice-president. 
Mr. Strong is a 
director of the 
Bankers Associ- 
ation for Foreign 
Trade and the au- A. M. STRONG 
thor of numerous 
articles on financing overseas. com- 
merce. 

. 


Charles H. Craig, vice-president, 
First National Bank of Memphis, has 
retired from active service after fifty- 
three years with that institution. 
During this period he served under six 
of the bank’s seven presidents. He 
started as a runner and general helper 
in 1891, and has been a vice-president 
since 1918. Still serving the bank as 
assistant vice-president is his brother, 
Joseph H. Craig, who joined the 
bank in 1890. Together, the two 
brothers have served a total of 107 
years. 

* 


Newly in charge of the Fifth Avenue 
Office of Manufacturers Trust Com- 
pany, New York, 
is Elliott Debe- 
voise, a vice-presi- 
dent for the last 
twelve years. He 
began his bank- 
ing career with the 
former Seaboard 
National Bank in 
1920, and became 
associated with 
Manufacturers 
through its merger in 1932 with 
Chatham Phenix National Bank and 
Trust Company. From 1934-42 he 
was in charge of the personal trust 
department at the Main Office. He is 
a past president of the New York 
Chapter of Robert Morris Associates. 

Walter R. Miller, an assistant vice- 
. president at Manufacturers since 1940, 
has been promoted to vice-president. 
John H. Brennan, H. C. V. Cann, 
Raymond F. De Mott, Alexander 
M. Horner, Leon A. Rosenbaum 
and Edwin B. Thorpe, all former 
assistant secretaries, have’ been: elected 
assistant vice-presidents. Harold E. 
Watson, out-of-town representative 





ELLIOTT 
DEBEVOISE 








29 









Those Records 
You Kept Out of 
Sally Salvage’s Clutches... 


Are They On Paper 
You Can Trust? 


Paper Made Specially to Keep 
Them Clear and Strong? 


Weston Paper? 


A eng 


Those records, documents, policies, contracts, accounts, letters that you’d shudder 
at the very thought of exposing to enthusiastic but undiscriminating paper sal- 
vage workers —-aren’t they worth the simple precaution of asking your supplier 
to put them on a WESTON cotton fibre content paper? 


Weston papers are designed specifically to carry and protect each and every kind 
of business record with the utmost efficiency and economy. Weston papers that 
were made generations ago have proved their resistance to time and to constant, 
careless handling. They are designed, created, tested and inspected specifically 
for one purpose—to be worthy of records worth keeping. For lasting peace of 
mind, remember to put those recotds on WESTON paper. 


BYRON WESTON COMPANY, DALTON, MASSACHUSETTS 
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covering Kentucky, Tennessee, Vir- 
ginia and West Virginia, has been 
named assistant secretary. 

* 


To Miss Bess Bloodworth goes 
the distinction of becoming the first 
woman to be elected a trustee of a 
New York City savings bank. Her 
election as trustee of the Brooklyn 
Savings Bank, was recently announced. 
Miss Bloodworth is a vice-president of 
the bank in charge of personnel. 

* 


W. E. Peterson, well known to 
bankers throughout the Eighth Federal 
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Reserve District, has been elected vice- 
president of the Federal Reserve Bank 
of St. Louis. ‘He has been connected 
with the bank since 1918 and has 
served as chief examiner since 1934. 
He will continue to have supervision 
of bank examinations. 


, 


Of interest to banking circles is the 
news that Aaron G, Alexander has 
opened an office at 20 Exchange 
Place, New York City, as architectural 
consultant in the field of bank archi- 
tecture. During the past fifteen years 
Mr. Alexander has been in charge of 





“uf 


8 long as our Sovernment 


is administered for the good of 


the people, and is regulated by 


their will; as long as it secures 


to us the rights of persons and 


of property, liberty of con- 


science and of the press, it will 


be worth defending.” 
— Andrew Jackson 











the architectural department of The 
National City Bank of New York, in 
which capacity he designed and built 
many of the’ bank’s domestic and 


foreign branches. 
* 


Effective December 1, Wade R. 
Martin has accepted a post as vice- 
president of the Live Stock National 
Bank, Omaha, Nebraska. He has 
resigned as Director of Banking in 
Nebraska. 


% 


The only national guardsman to 
have command of an army combat 
corps in this war —or in any other war 
in our country’s history—is Major 
General Raymond C. McLain, for- 
mer president of the American-First 
Trust Company, Oklahoma City, Okla- 
homa. 

General McLain, fifty-four, served 
in World War I and was in the battles 
of Chateau 
Thierry and 
Meuse-Argonne. 
In 1940 he re- 
signed as presi- 
dent of Ameri- 
can-First Trust 
Company to 
serve with the 
45th Division and 
was in the Sicil- 
ian campaign, 
the Cassino 
front, and the 
Anzio beachhead struggle. For out- 
standing valor in these battles he was 
awarded the Silver Star and the Dis- 
tinguished ‘Service Cross. 

In April, 1944, General McLain was 
transferred to London. He landed in 
France on June 9, and this Fall was 
advanced to commander of the Nine- 
teenth Army Corps. He has been 
awarded the Bronze Star and the Oak 
Leaf Cluster for his services on the 
Western Front. He has completed 
approximately 500 combat days at 
the front, whereas the limit pre- 
scribed by army officers is 200 days. 

General McLain reports that his 
one aim is: ‘““To see the war finished 
in the quickest possible time and to 
return to my job at the American- 
First Trust Company.” 


° 


MAJOR GENERAL 
RAYMOND C. McLAIN 


Also having a unique military record 
is Staff Sergeant Thomas E. Gra- 
ham, forty-eight, formerly a book- 
keeper at Commerce Trust Company, 
Kansas City. He is said to be the 
oldest draftee in the U. S. Army, and 
on December 8 was interviewed in an 
overseas broadcast over a_ nation- 
wide network. Sergeant Graham, who 
served in World War I, was drafted 
July 29, 1942. He is now stationed in 
Paris, assigned to the disbursing sec- 
tion of the Army finance service. 
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CANADIAN BANKING 
By JAMES MONTAGNES 


S. H. LOGAN 








ALLAN EDWIN ARSCOTT 


Top-ranking bank officers advance in important personnel shift 


New Chairman, President at 
Canadian Bank of Commerce 


S. H. Logan was elected chairman 
of the board of the Canadian Bank of 
Commerce and Allan Edwin Arscott 
was elected president at the annual 
meeting of the bank at Toronto on 
December 12. 

Mr. Logan who has been president 
of the bank since 1937, succeeds Sir 
Thomas White as chairman of the 
board. Mr. Logan began his banking 
career with the Halifax Banking Com- 
pany at Springhill, N. S., in 1897. The 
company was absorbed in 1903 by the 
Canadian Bank of Commerce. Mr. 
Logan subsequently came to Toronto 
to form the bank’s foreign department, 
and in the ensuing years traveled 
extensively throughout the world. In 
1923 he was appointed to the New 
York branch of the bank, and in 1926 
he became general manager. 

Mr. Arscott started as a junior in 
the Canadian Bank of Commerce at 
Walkerton, Ontario, in 1905, and 
served at many branches throughout 
Ontario and Quebec before being trans- 
ferred to the inspector’s department 
at Toronto head office in 1915. He 
became assistant general manager in 
_ 1929, general manager in 1937, and 
executive vice-president in 1942, from 
which post he moved to the presidency. 

Sir Thomas White, Canadian Fi- 
nance Minister during the First World 
War, was elected a director of the 
Canadian Bank of Commerce in 1919, 
vice-president in 1920 and chairman 
of the board in 1938. He retires due 


to ill health at the age of seventy- 
eight years. 
° ' a . 


Exports Credits Insurance Head 


H. L. E. Priestman, Ottawa, has 
been appointed chief executive of the 
recently formed Exports Credits Insur- 
ance Corporation of the Canadian 
Government. His headquarters will 
be at Ottawa. For the past five years 
he has been with the government’s 
Foreign Exchange Control Board at 
Ottawa and Vancouver. Prior to that 
he was a Canadian Government Trade 
Commissioner at Ottawa, and in New 
Zealand and Australia. The organiza- 
tion he heads was established to assist 
and encourage Canada’s export trade, 


post-war years, and will bea perma- 
nent addition to the government’s 
equipment for the effective promotion 
of trade. 

+ 7 & 


Annual Report Highlights 


Post-war Canadian export trade was 
stressed in the 17th annual report of 
Barclays Bank (Canada). General 
Manager H. A. Stevenson stated in 
his report: ‘‘During the past year a 
noticeable number of visitors from 
abroad have been keenly investigating 
the prospects and possibilities of 
developing post-war trade between 
Canada and their own countries.” 

- Export trade, tax revision and over- 
hauling of the entire Canadian tax 
structure, post-war problems, as well 
as a review of the year in Canadian 
development were featured topics in 
the presidential address of R. S. 
Waldie of the Imperial Bank of 
Canada, held at the bank’s 70th annual 
meeting at Toronto. President Waldie 
reported municipalities find them- 
selves in a better position financially 
than they have enjoyed for many 
years, with current municipal taxes 
well paid and arrears of taxes sub- 
stantially reduced. He pointed out 
that due to lack of commercial loans, 
the bank’s increased assets have been 
invested almost exclusively in Do- 
minion Government bonds, with subse- 
quent lower average interest rate. 

The annual statement of Dominion 
Bank for the year ending October 31 
shows total assets in excess of $275,- 
000,000, an increase of $51,500,000 for 
the year. Net profits were $925,974 
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From What City Was the First 
Telegraph Message Sent? 


The first formal telegraph dispatch was 
sent from Baltimore to Washington on 
May 24, 1844, by Samuel F. B. Morse. . . . 
Today Baltimore is one of the nation’s 
busiest war production centers and the 
Equitable Trust Company is one of its 
‘ busiest banks. By keeping constantly 
abreast of conditions in this important 
industrial area, the Equitable Trust Com- 
pany is able to serve “out-of-town” banks 
quickly, intelligently, thoroughly. 
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THE LUXURY OF ILLEGIBILITY 


A luxury is something we like to have 
but without which we can exist and 
even be happy. Well, we can exist very 
well indeed without illegible signa- 
tures on bank checks. These “‘scrawls 
of character’ may be the pride of the 
writers but they are a headache to the 
youngsters who have to decipher them 
as they move swiftly thru the banks. 


Checks circulate widely and wherever 
they go people must read them. Those 
who write them should extend to 
those who read them the courtesy of 
legibility. There is hardly a person in 
this country who wouldn’t say ‘‘Par- 
don me” if he inconvenienced his 
neighbor, but too many are sublimely 
unconscious of the fact that they are 
discourteous when they require 
others to waste time trying to read 
their names. 


It is assumed that people are sensitive 
about their signatures and that it 
would be undiplomatic even to sug- 
gest that theirs are not quite up to 
Spencerian standards. Bunk ! A person 
signs his name as he does because he 
wants to sign it that way. He /ikes his 
signature, so let’s not disturb it. Let 
him continue to enjoy the luxury of 
illegibility BUT elsewhere on his 
check his name should be printed. 


Sooner or later a// checks are cor- 
rectly sorted, posted and filed, but 
what does it cost for this accuracy? 
How much more does it cost than it 
should? We wonder what the differ- 
ence would be if all checks carried a 
printed name. We wonder if perhaps 
our Personalized Check program isn’t 
somewhat more important than even 
we thought it was. 



















CHECK PRINTERS 


Manufacturing Plants at 


E l| XF NEWYORK CLEVELAND CHICAGO KANSASCITY ST.PAUL 























THE BURROUGHS CLEARING HOUSE—January, 1945 


as compared with $914,249 the previ- 
ous year. Commercial loans and dis- 
counts in Canada now total $65,759,- 
000, an increase of $5,500,000 over 
1943. 

Record deposits and assets are 
shown in the financial statement of the 
Canadian Bank of Commerce for its 
fiscal year ending October 31. Total 
assets increased by $175,000,000 dur- 
ing the year to $1,179,000,000. Cur- 
rent loans in Canada were $201,213,000 
compared with $214,919,000 in 1943. 
Loans outside Canada increased by 
over $4,600,000 to $21,566,000. Net 
profits after Dominion taxes of $1,- 
700,000 were $2,047,000 as compared 
with $2,044,000 in 1943. 

The 127th annual financial state- 
ment of the Bank of Montreal for the 
year ending October 31, 1944, shows 
record assets at $1,526,734,000, an 
increase of $213,669,000. Commercial 
loans showed a decrease of $23,000,000 
to $203,104,000. Net profits were 
$3,194,300, a decrease of $108,534 
compared with the previous year. 

The 113th annual statement of the 
Bank of Nova Scotia is for the ten 
months ending October 31, 1944, the 
bank having changed its year end 
from December 31. Assets are at a 
new high of $542,480,713, showing an 
increase in the period of $49,000,000. 
Net profits are $1,445,240 for the ten 
months compared to $1,717,961 for 
1943 full year. Current loans in 
Canada are down from $112,426,757 
to $105,406,856. 


o + o 


Bank Appointments 


An unusual distinction has been con- 
ferred upon B. C. Gardner, general 
manager of the 
Bank of Mont- 
real, who has 
been elected a 
director and ap- 
pointed a vice- 
president. It has 
not been cus- 
tomary hereto- 
fore for one man 
to serve simul- 
taneously as 
general manager 
and vice-presi- 
dent. Charles F. Sise, a director, has 
also been appointed a vice-president. 
He is president of the Bell Telephone 
Company of Canada. 

M. M. Walter has been appointed 
assistant general manager of the Royal 
Bank of Canada at Montreal, where 
he has been manager of the bank’s 
main branch since 1938, a position he 
will retain. 

Allan Lee Woodrow has been ap- 
pointed a supervisor of branches at 
the general manager’s office of the 
Bank of Nova Scotia, Toronto. 


B. C. GARDNER 
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THE BOOKLET COUNTER 








New Booklets 


The International Monetary 
Fund .. . Reprint of an article in 
which Edward E. Brown, president of 
The First National Bank of Chicago, 
considers some of the objections which 
have been raised against the Bretton 
Woods agreements providing for the 
formation of an International Mone- 
tary Fund and an International Bank. 
One by one he examines and answers 


the most frequent criticisms that have . 


been leveled at the proposals. Since 
Mr. Brown was the only banker on 
the U. S. delegation at the conference, 
his views are of special interest and 
carry considerable weight. 


The Veteran’s Guide .. . 
Bankers will have an increasing re- 
sponsibility in counseling with return- 
ing service men and women, and this 
47-page pamphlet will help them to 
explain the rights, benefits and oppor- 
tunities afforded by recent legislation. 
In concise form the pamphlet states 
what the veterans are entitled to in 
the way of loans, pensions, education, 
tax relief, re-employment, etc. There 
is also an address directory of the 
agencies through which assistance can 
be obtained. 


Guaranteed Home Loans for 
Veterans . . . Another example of 
helpful information for G. I.’s, pre- 
pared by the legal department of a 
bank association. It is a question and 
answer pamphlet which covers the 
important features of guaranteed home 
loans for veterans and the procedure 
to be followed in obtaining them. 
Answers —25 in all —have been simpli- 
fied as much as possible. A foreword 
explains that the feeling of responsibil- 
ity extends beyond providing loans, in 
seeing that the purchase price does not 
exceed the reasonable normal value of 
the property and that the veteran is 
not incurring an obligation beyond 
his ability to carry. 


Bank Credit: Your Post-War 
Program and Your Banker... 
How business, and especially small 
business, may obtain the credit it will 
need to finance peacetime operations 
_ is the theme of this handbook pre- 
pared by the Financial Advisory Com- 
mittee of the Committee for Economic 
Development. Subjects covered in- 
clude: The nature of the business 
man’s relation with his bank, the kinds 
of loans banks can make, other sources 
of temporary credit, and sources of 
permanent capital. 


These booklets are available upon 
request, free of charge or obligation, 
under an arrangement whereby the 
requests are referred promptly to the 
producers. Simply address requests 
on bank or company letterhead to 


The Editor 
The Burroughs Clearing House 
Second and Burroughs Avenues 
Detroit 32, Michigan 





C. E. D. Community Handbook 
on the Special Problems of Small 
Business . . . What each community 
can do for the post-war prosperity of 
its own small business concerns, and 
how to go about it, is the subject of 
this 19-page booklet. It lists some of 
the special problems of small business, 
and proposes remedies. Three ex- 
amples are cited of community action 
to meet specific local needs. 


Handbook for Retailers ... 
Realizing that the millions of retail 
establishments can greatly aid in 
stimulating demand for products after 
the war, and therefore create jobs, the 
C. E. D. has prepared this booklet 
outlining six steps retailers can take 
now in planning for aggressive and 
efficient selling after the war. 


Handbook for Wholesalers .. . 
This companion booklet predicts that 
wholesalers will continue to hold an 
indispensable place in the “‘consump- 
tion line,” and suggests five things 
they can be doing now to strengthen 
their post-war position. 


A Post-War Federal Tax Plan 
for High Employment ... Full 
employment and the creation of mil- 
lions of new jobs through expansion 
of private business should be the goal 
of Federal tax revision after the war, 
contends this 47-page C. E. D. booklet 
which offers a far-reaching set of tax 
recommendations. 


Stewardship .. . In this excellent 
little booklet which other financial 
institutions of all kinds could, well 
copy, a savings and loan association 
has taken its members and other inter- 
ested persons into confidence, by 
describing the association’s manage- 
ment policies and the manner in which 
it operates. The booklet describes the 
pattern followed in selecting the board 
of directors, the make-up of the mort- 


gage loan committee, management’s 
conception of a good mortgage loan, 
its investment philosophy, method of 
reviewing the mortgage inventory, 
loan formula in view of rising real 
estate prices, policy in regard to 
accelerated payments, etc. There is 
also a summary of mortgage invest- 
ments according to location. A splendid 
example of institutional selling. 


Quiz on ‘‘Fastest Way’’ Ship- 
ping ... How to check up on your 
knowledge of Air Express —its advan- 
tages and’ possibilities —and have some 
fun in the bargain. This amusing 
quiz test consists of eight questions 
and answers, and is packed with 
enough information to encourage filing 
for future reference. The booklet also 
lists other shipping helps which are 
available for the asking. 


Photo-Copying for Banks... 
An advertising folder especially pre- 
pared for financial institutions, supply- 
ing information on specialized ways in 
which photo-copying equipment is 
being used to provide legal reproduc- 
tions of records, applications, agree- 
ments, documents, etc. Included is a 
description of eight ways a large mid- 
west bank saves time by this process. 


Still Timely 


Make the Soil Productive .. . 
How to retain or bring back soil 
fertility, the key to profitable farming. 


Better Care for Pastures... 
The kind of treatment that will assure 
maximum profit per acre of pasture 
crop. 


Sheep for Mutton, Wool and 
Money . . . How to select the right 
kind of sheep to start with, how to 
keep them healthy, information on 
breeds, etc. 


Hogs for Pork and Profit .. . 
Counsel on breeding, the care of young 
pigs, how and when to sell, and other 
practical topics. 


Care of Farm Equipment... 
How to get machinery ready for the 
new season, care for it during oper- 
ation, check-up at the season’s end, 
and store it. 


Tractor Plowing at Its Best... 
How to adjust the modern tractor for 
best results, and descriptions of various 
methods of plowing. 
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Note for Accommodation 
of Bank 


A Texas bank sued the woman 
maker of a note of which the bank was 
payee and was met with the defense 
that the note was executed and de- 
livered to the bank without considera- 
tion and for the accommodation of 
the bank. 

In the trial of the case it developed 
that at a time when the bank was in 
straitened circumstances, the bank’s 
president requested the maker to 
execute and deliver the note without 
consideration and for the accommoda- 
tion of the bank. He agreed, accord- 
ing to the maker, that the note would 
be held only temporarily pending the 
completion of certain arrangements, 
the nature of which were unknown to 
her, and would then be returned to her. 

The maker admitted that a few 
days after she had given him the note 
as requested, the bank’s president 
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COURT DECISIONS 


By CHARLES R. ROSENBERG, sr. 


Member of the Bar of Pennsylvania and of the District of Columbia 


brought her his personal note for the 
same amount as her own and bearing 
the same date as her own. He also 
gave her two certificates of stock in 
the bank. He told her, she said, that 
she would not have to worry about 
the money represented by her own 
note to the bank. She testified that 
she did not know the bank was then 
in straitened circumstances and that 
her note was to be used as an apparent 
asset. Later the bank’s president died 
and by filing a claim on his note 
against his estate she had collected a 
little over a fifth of the money. 

The bank contended that her note 
was not an accommodation item, but 
was given for and in consideration of 
the president’s note for the same 
amount and was secured by the bank 
stock 

““A bank,” declared the Texas court. 
“cannot recover on paper of which it is 
accommodation payee. 











““As we understand, the bank con- 
cedes that the note would be without 
consideration and an accommodation 
transaction except for the execution 
and delivery of the note of equal 
amount by the president, accompanied 
by the delivery of the two stock 
certificates. There was no agreement 
or explanation of the purpose, except 
that the president told the present 
defendant she would not then have to 
worry about the money represented 
by her note. 

“We regard this as no more than 
an indemnity or an undertaking to 
hold her harmless against any loss she 
might incur by reason of her execu- 
tion of her note. The bank has not 
been out any money or anything else 
by reason of the transaction. It has 
suffered no loss of any character, nor 
is there any showing or claim that 
anyone else has, unless it be the estate 
of the deceased president. The money 
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she has collected came from that 
estate, and there is no intimation of 
any understanding between her and 
the estate, if any, concerning what 
may occur at the termination of the 
litigation growing out of the trans- 
actions that have transpired. 

“The character of accommodation 
paper is not affected by the taking of 
security for the loan of the maker’s 
credit. To deprive paper of its 
accommodation character, the accom- 
modation party must receive some- 
thing else other than the mere chance 
of not losing if he be called upon to pay. 

“For value received to deprive 
paper of accommodation character, 
the value so received must precede or 
be contemporaneous with the obliga- 
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tion upon the note; otherwise the 
party would be an accommodation 
party when the note was given and 
would cease to be when the subsequent 
payment was made to him.” 

Accordingly, the bank was not per- 
mitted to collect on the note on the 
ground that it was given without con- 
sideration and solely for the accom- 
modation of the bank itself. From 
the court’s discussion it is fair to infer 
that the note would not have been 
considered accommodation paper if 
the president’s note had been delivered 
to the woman before or contemporane- 
ously with the delivery of her note. 
She would thus have received con- 
sideration for her ‘note when she 
executed and delivered it. (Whites- 
boro National Bank vs. Wells, 182 
Southwestern Reporter, Second Series, 
516.) 


+ 4 


Check to ‘‘Unremarried 
Widow’’ 


That a trust company “had no 
right” to reimburse the Treasury 
Department for an improperly cashed 
government check, was one of the 
interesting pronouncements in a deci- 
sion of the Superior Court of Pennsyl- 
vania. 

The Treasury Department issued a 
check on itself payable to a veteran’s 
widow as compensation. The check 
was payable to her order as “unre- 
married widow of Charles Smith.” 
A friend, M, cashed the check for her, 
and B, in turn, cashed it for M. B 
deposited the check in his account with 
a trust company which cleared it 
through the Federal Reserve Bank of 
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Philadelphia. The check was duly 
paid by the Treasury Department. 

Later the Treasury Department 
learned that widow Smith had re- 
married at the time she received and 
negotiated the check and demanded 
reimbursement from the trust com- 
pany. The trust company thereupon 
repaid the money to the Treasury 
Department and charged the check 
back to B’s account. 

B then brought separate suits 
against M and the trust company. 

In his suit against M, the Superior 
Court of Pennsylvania ruled that B 
could not recover. On the other hand, 
the court pointed out, the trust com- 
pany was liable to B since it had no 
right to charge the check to his 
account. 

The burden of determining Mrs. 
Smith’s right to the proceeds of the 
check, the court thought, was on the 
Treasury Department and not on 
individuals and banks who might cash 
the check in good faith. Moreover, 
there was no evidence that any of the 
parties knew that Mrs. Smith had 
remarried. 

Did the words, “‘unremarried widow 
of Charles Smith” following her name 
in the check put every endorsee of the 
check on notice that its payment was 
subject to a condition or contingency? 

The court thought not, saying that 
they were merely descriptive and 
explanatory of the payee and the 
transaction. 

Emphasizing the negative aspects 
of the case, the court, in reaching its 
decision that B could not recover from 
M, concluded that since the Treasury 
could not legally require repayment 
from the trust company, the trust 
company, even though it chose to 
reimburse the government, could not 
charge the amount to B, its depositor. 
Hence B could not recover from M. 

From the court’s somewhat complex 
though clear reasoning, one significant 
question for banks emerges: 

Should a bank voluntarily repay an 
item when the legal right to charge it 
to the depositor is not clear? Or: 

Should a bank voluntarily pay or 
repay an item where there is doubt as 
to the legal right of the person or 
institution demanding payment to 
collect it? (Bryant vs. McGowen, 
Superior Court of Pennsylvania, East- 
ern District.) 


* 7] ¢ 


Note in An Illegal Transaction 


One of the items considered in a 
recent Kentucky case was a note for 
$500. A, a married woman, executed 
the note, which was endorsed by B. 
A discounted the note with a bank, 
which ultimately collected principal 
and interest from B. 

In a later suit by A against B, a 
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“counterclaim” for the money paid 
by him on this note was filed by B. 
At the trial, a witness testified to 
certain facts of the transaction in 
which the note was involved. This 
testimony, B contended, showed that 
the agreement of which the endorse- 
ment of the note was a part, was 
illegal and without consideration. 

But that did not help B. 

“The agreement,” said the Kentucky 
court, “was fully executed. The 
general rule is that neither party to 
an illegal agreement that has been 
executed on both sides, will be aided 
in recovering what he has parted with 
under the agreement.’’ (Diederich vs. 
Dempsey, 182 Southwestern Reporter, 
Second Series, 393.) 


* + e 


What Does Check Represent? 


Where a bank issues its cashier’s 
check or other draft to a borrower for 
the amount of his loan, the endorsed 
and canceled check is not enough in 
itself to prove that the transaction 
was a loan. 

“In the absence of explanation,” 
said a New York court recently, “‘the 
presumption arising from the delivery 
of a check is that it was delivered in 
payment of a debt and not as a loan. 
Nevertheless, the presumption that 
the check was given in payment of a 
debt may be rebutted. By satisfac- 
tory proof the alternative presumption 
might be created that the check repre- 
sented a loan.” 

As to what that satisfactory proof 
might be, the court suggests: 

‘““Evidence of the delivery of the 
check, plus proof that there was no 


existing debt, establishes prima facie a ' 


loan of money.” (Shea vs. McKeon, 
35 New York Supplement, Second 
Series, 962.) 
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SMALL 
BUSINESS 


(CONTINUED FROM PAGE 20) 


can more readily obtain the information 
needed for proper appraisal of the risk. 

While commercial credits are usually 
based on the financial and operating 
statements of applicants, small busi- 
ness credits in many cases are based 
on other factors. Information is essen- 
tial on employment, business. experi- 
ence and character, and information 
on previous credit dealings will have 
to be developed through questioning 
and outside checkings since it is on 
this rather than the worth of the 
applicant that decisions are based. 
Installment credit men are familiar 
with this procedure. 


Most loans lend themselves to 


monthly amortization. Many types 
of instruments are used: Chattels, 
contracts, assignments, waivers, guar- 
antees, étc., and sometimes a com- 
bination of them. 

Term credits should not, for the 
most part, need to extend beyond one, 
two, or three years, but a maximum 
term of probably five years will have 
to be established to care for some of 
the larger capital loans. Beyond this 
point, it is doubtful if the average 
commercial bank will want to go 
except on a participating basis, per- 
haps through a credit pool. At any 
rate, this is generally our policy. 
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These loans justify an interest or 
discount rate and service charge com- 
mensurate: with the work involved. 

We believe that insurance plays a 
very important part in the proper 
extension of credit, especially where 
such credit is extended to a business. 
As a consequence, all equipment, 
appliance and furniture contract paper 
purchased by the bank is insured under 
a blanket policy for fire, theft, and 
comprehensive losses. This policy 
covers the purchasers for the full 
financed balance to maturity or until 
the contract is paid and protects the 
dealer and the bank against similar 
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losses as well as loss resulting from 
embezzlement. Premiums on such a 
policy are paid on a monthly reporting 
form. Heavy lines of equipment, such 
as road building equipment, tractors, 
farm machinery, etc., are excluded 
from this policy. 

Where dealers handle commercial 





EYE*CATCHERS, Inc. 


10 East 38th Street, New York 








THE BURROUGHS CLEARING HOUSE—January, 1945 


equipment exclusively, light plants or 
types of coin-operated devices such as 
cigarette machines and juke boxes, we 
usually arrange for them to obtain a 
special blanket policy of their own 
with reporting forms to be issued on 
each sale so that a premium more 
nearly commensurate with the risk 
involved can be obtained. When this 
is done, the insurance cost is absorbed 
by the purchaser and added into the 
contract. When the contract is sub- 
mitted, one of the reporting forms is 
attached and we pay the premiums 
directly to the insurance company. 
Where such blanket policies are in 
effect, that dealer’s contracts are not 
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included in the bank’s monthly report 
to the insurance company. 

Where the application is for a direct 
loan, the applicant is given one of our 
small business installment loan applica- 
tions, which includes questions as. to 
insurance now carried. Where the 
coverage does not appear to be suf- 
ficient, we follow the policy of check- 
ing with the insurance agent involved 
by telephone regarding premium. costs 
on the increase. If the agent does not 
have sufficient information in his file 
to answer our questions, we request 
that he survey the applicant’s business 
and offer him a recommended insur- 
ance plan with applicable rates. 

If the applicant has no insurance 
now and has no preference, we contact 
a reputable agency and tell them what 
we want and ask for recommendations. 

Our advertising will be more specifi- 
cally geared to business loans in the 
future when final details of a state 
credit pool and other plans for partici- 
pation in large loans have been com- 
pletely worked out. . This advertising 
will probably fall into two classifica- 
tions: One type of appeal will be 
directed to the present or potential 
commercial borrower. The other will 
be directed to the present or potential 
installment loan borrower. Commer- 
cial advertising could be directed to- 
ward warehousing loans, loans for 
inventory, termination or reconversion 
purposes. Installment loan advertis- 
ing could, among other things, cover 
loans for equipment purchase, moderni- 
zation, repairs, and additions to busi- 
ness property, or even for new con- 
struction under Class III Title I. 

Potential borrowers who previously 
have been refused credit must be made 
to feel that we, as bankers, are really 
interested in their problems and credit 
needs. We have found that small busi- 
ness men, even when refused credit, are 
extremely appreciative of the oppor- 
tunity to discuss their requirements 
with the bank and of the advice given. 


HEN and as we move into the post- 

war period we are, in our opinion, 
going to be confronted with a wide 
variety of requests for credit. Many 
of these requests will be for loans of a 
type that we haven’t been. handling in 
any volume in the past, but that must 
be given fair consideration if we are to 
extend our facilities as fully as will be 
needed to obtain the maximum em- 
ployment and distribution of goods. 
Thousands of filling stations, for 
example, which have been closed, will 
have to be reopened and their numbers 
increased materially to care for the 
needs of the public when gasoline is 
once .again available. All of these 
filling stations require air compressors, 
pumps, tanks, greasing equipment, 
wash racks, and hydraulic. hoists, as 
well as inventories of tires, tubes, 
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batteries, fan belts, valves, gasoline, 
oil, grease, etc. Even the smallest 
operator will require from $300 to $500 
forinventory alone. These requests will 
represent small business needs better 
handled on an installment loan basis. 

Population shifts, both by cities, 
states, and neighborhoods have created 
needs for more service establishments 
such as dry cleaners, laundries, res- 
taurants, beauty and barber shops, 
theaters, bowling alleys and drive-in 
establishments. 

With mass production of appliances, 
we are likely to see used appliance 
marts come into existence to serve the 
same purpose for appliances as used 
car lots do for automobiles. We were 
just beginning to reach a near satura- 
tion point in some types of appliances 
when the war came. We would have 
depended largely on the replacement 
market for the sale of many appliances 
within a few years if we had been able 
to continue their manufacture. 

Virtually all appliances, with the 
exception of those of the latest years’ 
manufacture, will be ready for replace- 
ment and this volume of trade-in 
merchandise will have to be completely 
reconditioned before resale. Many 
appliance dealers have never had large 
repair departments and do not want 
them, so this should stimulate special 
service establishments. 

Most appliance dealers will require 
credit for current operating needs, 
flooring accommodations during peak 
inventory periods, discount of accounts 
receivable, and perhaps even the 
financing of new warehouses or build- 
ings for retail outlets. Laundry and 
drycleaning equipment, although avail- 
able in limited quantities during the 
war period, has been greatly overloaded 
and in many instances will have to be 
replaced. 

Franchised trucking lines are going 
to need extensive credits and longer 
terms to replace the bulk of their 
equipment in order to compete with 
more efficient units after the war. 
Garages and machine shops will want 
to replace many of their old machine 
tools with new ones. Others will wish 
to enlarge their quarters and facilities 
to handle the volume of repair work 
available. 

Many small businesses will find that 
due to high taxes or investment in fixed 
assets, they have insufficient funds to 
restock or reconvert after the war. 
Others will find they need newer and 
larger quarters or the remodeling or 
_ repair and improvement of existing 
quarters in order to obtain their full 
share of the post-war business. 

All of these businesses can use bank 
funds to advantage, but many of them 
will need term credits extending for 
one, two, three, or perhaps even five 
years where previously they borrowed 
only on a short-term basis. 


RURAL 
BANKING 


(CONTINUED FROM PAGE 15) 


tice in these parts, but we explain to 
the customer: “If you tell us how 
you are getting along, and pay your 
bills by check, we can keep your books 
for you, assist you with your income 
tax figures, or make you a loan by 
phone or mail.”” We have noted that 
farmers are becoming more and more 
interested in seeing their year-by-year 
expansion in assets and net worth. 

A question that sometimes arises in 
connection with farm loans is: How 
far can a banker go in advising the 
farmer how to operate? The answer 
to this largely depends upon the 
banker himself. Obviously, if he does 
not know what he is talking about, he 
should not advise. For example, in 
our area, he must know how long a 
milch cow will produce, be able to 
estimate the probable life of other live 
stock, know how to set up an amortiza- 
tion schedule for a $500 tobacco loan, 
etc. He should work closely with the 
state experiment stations which have 
developed fool-proof methods whereby 
live stock can be profitably fed, the 
land improved, better seed obtained, 
and most of the guesswork taken out 
of other phases of farming. If a rural 
banker is not a farmer, it is well to hire 
a practical man who knows agriculture. 

This brings up the matter of 
competition with other farm credit 
agencies, for I believe that right here 
lies the secret of PCA strength. PCA 
loans are generally made on a basis 
farmers can meet, by practical indi- 
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viduals who can talk in farmer lan- 
guage about production. In my 
opinion, the difference in rate does not 
mean a thing to the average farmer. 
I have not had ten people ask me about 
the rate differential in all my experience 
at the bank. We have consistently 
maintained a straight 6 per cent rate 
on all types of loans. 

The PCA is not active in our terri- 
tory, and in my opinion it is not likely 
to be a big factor in any territory 
where banks have geared themselves 
to take care of agricultural credit needs. 
Out of a wide acquaintanceship among 
banks gained in examining work, I 
have discovered that where there is a 
large volume of PCA credit there are 
also likely to be ‘banks operated by 
non-agricultural bankers. Or, in some 
instances, bankers may understand 
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farm operations but not public rela- 
tions. The average farmer is inclined 
to be a timid soul. He does not march 
boldly into a bank seeking a loan, as if 
he were doing the bank a favor; instead 
he comes in, hat in hand, hoping the 
banker will accommodate him. This 
is all wrong. The banker should con- 
vince the farmer that he is doing the 
bank a favor by patronizing it for 
loans, just as he is favoring a merchant 
by purchasing a pair of shoes. 

It may be of interest to banks to 
know that we have worked hand-in- 
glove with the local Farm Security 
Administration office. It has referred 
or cleared all credit applications with 
the bank. In turn, we have referred 
to the FSA some credit applications 
we could not handle. Some of these 
were from farmers who have since 
become good customers of the bank 
after getting a start through the FSA. 
In a number of cases we have held the 
real estate mortgage and the farmer 
has obtained operating funds and 
managerial assistance from the FSA. 
Often the primary need of the farmer 
on submarginal land is managerial aid. 
In the future, when the manpower 
situation changes, we plan to supply 
this through the services of a full-time 
staff man thoroughly familiar with all 
phases of farm operation. 

As a matter of fact, the bank has 
already been quite influential in im- 
proving the agricultural and economic 
pattern of the county. To date this 
has largely taken the form of aggressive 
encouragement of more diversified 
farming, to get away from undue 
dependence upon tobacco. 


VEN with the start toward more 
diversified and profitable operation, 
many farmers still are on a subsistence 
basis and supplement their income by 
outside work on roads, in saw mills, 
or for larger land owners. We have 
reached the conclusion that the mar- 
ginal land farmer has to do two things: 
1. He must get out of purely quan- 
tity production, and into quality 
production that is more efficient and 
yields higher unit returns. Thus, we 
constantly advocate higher grade milch 
cows, for they are better producers. 
2. The local farmer must get into 
the first-stage or semi-manufacturing 
processes, on a co-operative basis. 

We are currently studying the 
possibilities of a non-profit organiza- 
tion to furnish purchasing, storing, 
grading and marketing facilities for 
farmers. Such an organization is 
badly needed here. There are no facili- 
ties for storing produce in order to 
take advantage of more favorable 
prices. 

Even with the realizing of these 
developments, however, there would 
still be many people in this section 
who could use part-time or full-time 
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work, outside of agriculture. Rec- 
ognizing this, the banks of the county 
are taking the lead in a move to 
attract light industry to this area. 
A first step has been a poll of available 
labor. Statistics have been obtained 
on those who desire employment. This 
data has been compiled during Red 
Cross and other drives, as a by- 
product, through the filling out of 
individual application cards. Our 
bank has summarized this information 
on large distribution sheets. The next 
step is to advertise, to make contacts 
with light industries, and to work with 
the Smaller War Plants Corporation. 
There is 1,000,000 feet of annual tim- 
ber growth in the county, making it 
an ideal locale for a light woodworking 
plant or furniture manufacturer. Labor 
advantages would be an inducement 
to hosiery or knitting mill interests. 
Lack of rail facilities would bar any 
heavy industries. Our bank has de- 
voted considerable time to this project, 
for we realize that it is one answer to 
our economic problem. 

In order to accommodate customers 
who have traveled long distances and 
satisfy the few who insist on before or 
after-hour service, and at the same 
time prevent the interruption of open- 
ing and closing procedure (which in 
my opinion is the cause of many errors 
and much additional work), we in- 
stalled a grille door between our lobby 
floor and the cashier’s office. Before 
and after hours this office, having a 
rear entrance, becomes the bank, and 
most customers can be accommodated 
there from a petty cash box and the 
work held over for the next day’s 
entry. 

Another operating innovation we 
have found very advantageous is in the 
form of movable tables and cabinets. 
For instance, we built one table out of 
standard metal shelving mounted on 
4-inch rollers which with four shelves 


carries all the general books of the 


bank as well as blotter, daily state- 
ment, collection item case, draft book, 
expense check book, cash book, etc., 
so that the employee handling these 
matters at the window never has to 
leave her seat. Another table of 
similar construction carries all records 
pertaining to note collections. It rolls 
out of the vault into place alongside 
the credit file cabinet near the note 
teller’s window. The note cabinet, 
also on rollers, takes its place also at 
the note teller’s window. Demand 
ledger trays are also mounted on 
rollers. In fact we roll our equipment 
out of the vault each morning and 
into the vault at night. There is no 
wasted energy in unnecessary travel 
into and out of the vault. 

From a long-range viewpoint, per- 
haps one of the most important of the 
bank’s projects is the endeavor to give 
the younger generation some funda- 


mental information about banking. 
As has been previously mentioned, one 
of our top-ranking problems in this 
underprivileged section is simply a 
lack of knowledge. 

At the invitation of the local high 
school principal members of the bank 
personnel have been making talks 
on banking to the students, sup- 
plementing their course in economics. 
We outline the proper way of drawing 
and handling a check, and the advan- 
tages to a farmer of transacting busi- 
ness through a checking account in- 
stead of resorting to barter or paying 
cash as is the prevalent custom. There 
is also a common practice here of using 
checks as a form of currency, the 
checks being endorsed a number of 
times before being presented for pay- 
ment, and it is explained why this is a 
risky procedure. We give instructions 
on making out a deposit slip, and ex- 
plain service charges, outlining what is 
involved in the handling of checks. 
We also trace the function of stocks 
and bonds in our economic system, 
using the organizing of some local 
company as an example. We give one 
of these talks every week or two, and 
count the time exceedingly well spent. 


NOTHER problem of the small bank 

is likely to be its board of directors, 
and here some educational work is also 
helpful. Ordinarily the members have 
only about twelve contacts a year with 
the bank, which is not enough to 
interest them or encourage them to 
give the bank’s affairs much thought. 
Moreover, they are paid very little 
for attending meetings, and thus there 
is little monetary incentive to take an 
active interest. The tendency is to 
“let the cashier do it.” We have 
found that it helps to get the members 
of the board to visit other banks, to 
see how things are done elsewhere. 
On one occasion we took the directors 
over to C. W. Bailey’s bank in Clarks- 
ville, Tennessee, to witness what has 
been accomplished there. 

If I have any philosophy of banking 
it might be summed up as follows: 
Anything that is not good for the cus- 
tomer is not good for the bank. I 
believe that will hold water over the 
long-run period of a banker’s life. I 
do not believe a banker can safely 
adopt the short-range attitude of 
merely considering how much income 
the bank will derive from a given 
proposition. That sort of thing brought 
us into ill repute in the 20’s. 

We are looking ahead to the future 
with optimism, and expect to expand 
our operations. If our experience has 
any special significance to other banks, 
I believe it will lie in the fact that we 
have found it possible to operate a 
profitable and, we hope, a helpful bank 
in a territory that has its full share of 
handicaps. 
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WHAT SHOULD BANKERS CHECK 





We'd say four things: experience, scope of service, organization and methods. How do 
we meet these qualifications? Judge for yourself. We’ve completed more than 1,000 
contracts ...one every ten days for over thirty years. Our scope of service includes 
everything ... surveying your-present quarters, determining your future needs, 
organizing departmental layout, designing the entire project including fixtures, build- 
ing, equipping and decorating ... all under a Guaranteed Cost Single Contract. That’s 
why, in checking our qualifications, so many bankers enthusiastically recommend we 


be consulted ... so readily accept our recommendations. 
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‘Burroughs 
Leads ere. i development 


Calculator Features 
FIRST 
Offered by Burroughs 


Electric operation, with its smooth, sure, 
uniform key-action. 


Duplex accumulating mechanism, with two 
sets of dials, for individual calculations and 
accumulation of grand or net totals. 


Simplified subtraction, providing the fastest 
hi titeleMolmeaclul uC ulele mri slice(lieumeumeli hd 
key-actuated calculating machine. 


Direct subtraction, permits touch method of 
TY) sligelailouMel Mel l(-> Murele(-108 


Fraction keys, for easy handling of frac- 
tions, with automatic conversion into whole 
numbers. 


Full cent key, which converts the decimal 
part of a cent to the nearest full cent. 
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of calculating 
machines 


To make calculating easier .. . simpler .. . faster, 
Burroughs has led for thirty-three years in the 
development of new machines and new features. 
Nearly every major development in key-actuated 
calculating machines during this period has 
come from Burroughs. 


As a result, the Burroughs line of calculators 

is most complete, making possible the selection 
of machines with the figure capacity and special 
features best fitted for each job’s needs. 


Burroughs’ constant aim is the simplification of 
calculating work and elimination of unproductive 
operations. This involves a continuous study 

of calculating problems, job requirements and 
operating techniques, carried forward in close 
cooperation with businessmen and operators. 


Only the leader can work in this way; only- 
in this way can leadership be maintained. 
In the future—just as in the past— 
Burroughs will lead. 


bed 


Burro ghs 


IN COUNSEL 
IN SERVICE 


